
Status: Point in time view as at 15/03/2018.
Changes to legislation: Taxation of Chargeable Gains Act 1992, Part IV is up to date with all changes known to

be in force on or before 12 June 2024. There are changes that may be brought into force at a future date. Changes
that have been made appear in the content and are referenced with annotations. (See end of Document for details)

Taxation of Chargeable Gains Act 1992
1992 CHAPTER 12

PART IV

SHARES, SECURITIES, OPTIONS ETC.

Modifications etc. (not altering text)
C1 Pt. IV: power to modify conferred (7.4.2005) by Finance Act 2005 (c. 7), s. 21(8)-(10)

CHAPTER I

GENERAL

Share pooling, identification of securities, and indexation

104 Share pooling: general interpretative provisions.

(1) Any number of securities of the same class acquired by the same person in the
same capacity shall for the purposes of this Act [F1(subject to express provision to
the contrary)] be regarded as indistinguishable parts of a single asset growing or
diminishing on the occasions on which additional securities of the same class are
acquired or some of the securities of that class are disposed of.

[F2(2) For the purposes of corporation tax, subsection (1) does not apply to any securities
acquired by a company before 1 April 1982.

(2A) See also sections 105 to 105B and—
(a) section 106A in the case of capital gains tax, or
(b) sections 107 to 114 in the case of corporation tax.]

(3) For the purposes of this section and sections 105, 107, 110 F3... and 114—

http://www.legislation.gov.uk/id/ukpga/2005/7
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[F4“a section 104 holding” is] a holding of securities which, by virtue of
subsection (1) above, is to be regarded as a single asset;

“securities” does not include relevant securities as defined in section 108
but, subject to that, means—

(i) shares or securities of a company; and
(ii) any other assets where they are of a nature to be dealt in without

identifying the particular assets disposed of or acquired; and
“relevant allowable expenditure” has the meaning assigned to it by

section 53(2)(b) and (3);
but shares or securities of a company shall not be treated as being of the same class
unless they are so treated by the practice of a recognised stock exchange or would be
so treated if dealt with on a recognised stock exchange.

[F5(3A) For the purposes of capital gains tax section 35(2) applies in relation to a section 104
holding as if the reference to an asset were to any of the securities constituting or
forming part of the section 104 holding which were held by the person making the
disposal on 31 March 1982.]

[F6(4) For the purposes of this Chapter securities of a company which are held—
(a) by a person who acquired them as an employee of the company or of any

other person, and
(b) on terms which for the time being restrict his right to dispose of them,

shall (notwithstanding that they would otherwise fall to be treated as of the same class)
be treated as of a different class from any securities acquired by him otherwise than
as an employee of the company or of any other person and also from any shares that
are not held subject to restrictions, or the same restrictions, on disposal or in the case
of which the restrictions are no longer in force.]

[F7(4A) For the purposes of this Chapter, securities of a company which are held by the
trustees of a settlement, having been last acquired or deemed to be acquired by them in
circumstances where section 236H or 236Q applied, shall (notwithstanding that they
would otherwise fall to be treated as of the same class) be treated as of a different class
from any other securities of the company acquired by those trustees.]

(5) Nothing in this section or sections 110 F8... and 114 shall be taken as affecting the
manner in which the market value of any securities is to be ascertained.

(6) Without prejudice to the generality of subsections (1) and (2) above, a disposal of
securities in a [F9section 104 holding], other than a disposal of the whole of it, is a
disposal of part of an asset and the provisions of this Act relating to the computation
of a gain accruing on a disposal of part of an asset shall apply accordingly.

Textual Amendments
F1 Words in s. 104(1) inserted (retrospective to 6.4.2006) by Finance Act 2006 (c. 25), Sch. 12 para.

17(1)(2)
F2 S. 104(2)(2A) substituted (with effect in accordance with Sch. 2 para. 100 of the amending Act) by

Finance Act 2008 (c. 9), Sch. 2 para. 85(2)
F3 Word in s. 104(3) omitted (with effect in accordance with Sch. 2 para. 100 of the amending Act) by

virtue of Finance Act 2008 (c. 9), Sch. 2 para. 85(3)
F4 Words in s. 104(3) substituted (with effect in accordance with s. 123(6) of the amending Act) by

Finance Act 1998 (c. 36), s. 123(3)
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http://www.legislation.gov.uk/id/ukpga/2006/25/schedule/12/paragraph/17/1
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http://www.legislation.gov.uk/id/ukpga/1998/36
http://www.legislation.gov.uk/id/ukpga/1998/36/section/123/3


Taxation of Chargeable Gains Act 1992 (c. 12)
Part IV – Shares, securities, options etc.
Chapter I – General
Document Generated: 2024-06-12

3

Status: Point in time view as at 15/03/2018.
Changes to legislation: Taxation of Chargeable Gains Act 1992, Part IV is up to date with all changes known to

be in force on or before 12 June 2024. There are changes that may be brought into force at a future date. Changes
that have been made appear in the content and are referenced with annotations. (See end of Document for details)

F5 S. 104(3A) inserted (with effect in accordance with Sch. 2 para. 100 of the amending Act) by Finance
Act 2008 (c. 9), Sch. 2 para. 85(4)

F6 S. 104(4) substituted (with effect in accordance with s. 123(6) of the amending Act) by Finance Act
1998 (c. 36), s. 123(4)

F7 S. 104(4A) inserted (with effect in accordance with Sch. 37 para. 18(2) of the amending Act) by
Finance Act 2014 (c. 26), Sch. 37 para 18(1)

F8 Word in s. 104(5) omitted (with effect in accordance with Sch. 2 para. 100 of the amending Act) by
virtue of Finance Act 2008 (c. 9), Sch. 2 para. 85(5)

F9 Words in s. 104(6) substituted (with effect in accordance with s. 123(6) of the amending Act) by
Finance Act 1998 (c. 36), s. 123(5)(b)

Modifications etc. (not altering text)
C2 S. 104 applied (with modifications) by S.I. 1989/469, reg. 27(2) (as inserted by S.I. 1996/846, reg.

11(b))
C3 Ss. 104-114 modified by The Personal Equity Plan Regulations 1989 (S.I. 1989/469), reg. 27(2) (as

substituted (with effect in accordance with reg. 1(3) of the amending S.I.) by S.I. 1998/1869, regs.
1(1), 12)

C4 Ss. 104-106 excluded (with effect in accordance with s. 63(4) of the amending Act) by Finance Act
2000 (c. 17), Sch. 15 para. 93(6)

C5 S. 104 applied (with effect in accordance with art. 1(2)(3), Sch. 1 of the affecting S.I.) by The Offshore
Funds (Tax) Regulations 2009 (S.I. 2009/3001), regs. 1(1), 43(3)(a)

C6 Ss. 104-114 modified (6.4.1999) by The Individual Savings Account Regulations 1998 (S.I.
1998/1870), regs. 1, 34(2) (as amended (6.4.2008) by S.I. 2008/704, regs. 1, 15(2), (6.4.2014) by
Finance Act 2014 (c. 26), Sch. 8 paras. 87, 89)

C7 S. 104(1) restricted (31.7.1998) by Finance Act 1998 (c. 36), s. 124(8)(c)
C8 S. 104(4) applied (6.4.2007) by Income Tax Act 2007 (c. 3), ss. 148(8)(b), 1034(1) (with Sch. 2)

105 Disposal on or before day of acquisition of shares and other unidentified assets.

(1) [F10Paragraphs (a) and (b) below] shall apply where securities of the same class are
acquired or disposed of by the same person on the same day and in the same capacity—

(a) all the securities so acquired shall be treated as acquired by a single transaction
and all the securities so disposed of shall be treated as disposed of by a single
transaction, and

(b) all the securities so acquired shall, so far as their quantity does not exceed that
of the securities so disposed of, be identified with those securities.

[F11(2) Where the quantity of securities disposed of by any person exceeds the aggregate
quantity of—

(a) the securities (if any) which are required by subsection (1) above to be
identified with securities acquired on the day of the disposal,

(b) the securities (if any) which are required by [F12section] 106A(5) to be
identified with securities acquired after the day of the disposal, and

(c) the securities (if any) which are required by any of the provisions of sections
104, F13... 106A or 107, or of Schedule 2, to be identified with securities
acquired before the day of the disposal,

the disposal shall be treated as diminishing a quantity of securities subsequently
acquired, and as so diminishing any quantity so acquired at an earlier date, rather than
one so acquired at a later date.]
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[F14(3) None of the securities which, by virtue of this section, are identified with other
securities shall be regarded as forming part of an existing section 104 holding or as
constituting a section 104 holding.]

[F15(4) Subsection (5) applies if an individual—
(a) acquires shares (“the relevant shares”) of the same class, on the same day and

in the same capacity, and
(b) some of the relevant shares are relevant EMI shares (as defined by

section 169I(7C) to (7G)).

(5) This section has effect as if—
(a) paragraph (a) of subsection (1) required the relevant EMI shares to be treated

as acquired by the individual by a single transaction separate from the
remainder of the relevant shares (which are also to be treated by virtue of that
paragraph as acquired by the individual by a single transaction), and

(b) subsection (1) required the relevant EMI shares to be treated as disposed of
after the remainder of the relevant shares.]

Textual Amendments
F10 Words in s. 105(1) substituted (with effect in accordance with s. 124(7) of the amending Act) by

Finance Act 1998 (c. 36), s. 124(2)
F11 S. 105(2) substituted (with effect in accordance with s. 124(7) of the amending Act) by Finance Act

1998 (c. 36), s. 124(2)
F12 Word in s. 105(2)(b) substituted (with effect in accordance with s. 72(3) of the amending Act) by

Finance Act 2006 (c. 25), s. 72(2)(b)(i)
F13 Word in s. 105(2)(c) repealed (with effect in accordance with s. 72(3) of the amending Act) by Finance

Act 2006 (c. 25), s. 72(2)(b)(ii), Sch. 26 Pt. 3(9)
F14 S. 105(3) inserted (with effect in accordance with Sch. 2 para. 100 of the amending Act) by Finance

Act 2008 (c. 9), Sch. 2 para. 86
F15 S. 105(4)(5) inserted (with effect in accordance with Sch. 24 paras. 5, 6(4)(5) of the amending Act) by

Finance Act 2013 (c. 29), Sch. 24 para. 3

Modifications etc. (not altering text)
C3 Ss. 104-114 modified by The Personal Equity Plan Regulations 1989 (S.I. 1989/469), reg. 27(2) (as

substituted (with effect in accordance with reg. 1(3) of the amending S.I.) by S.I. 1998/1869, regs.
1(1), 12)

C4 Ss. 104-106 excluded (with effect in accordance with s. 63(4) of the amending Act) by Finance Act
2000 (c. 17), Sch. 15 para. 93(6)

C6 Ss. 104-114 modified (6.4.1999) by The Individual Savings Account Regulations 1998 (S.I.
1998/1870), regs. 1, 34(2) (as amended (6.4.2008) by S.I. 2008/704, regs. 1, 15(2), (6.4.2014) by
Finance Act 2014 (c. 26), Sch. 8 paras. 87, 89)

C9 S. 105 applied (with effect in accordance with s. 1184(1) of the amending Act) by Corporation Tax Act
2010 (c. 4), ss. 76(4), 1184(1) (with Sch. 2)

C10 S. 105 modified (with effect in accordance with s. 148 of the amending Act) by Finance Act 2012
(c. 14), s. 121(4) (with s. 147, Sch. 17)

[F16105AShares acquired on same day: election for alternative treatment

(1) Subsection (2) below applies where an individual—
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(a) acquires shares (“the relevant shares”) of the same class, on the same day and
in the same capacity, and

(b) some of the relevant shares (“the [F17tax-advantaged-scheme] shares”) are
shares acquired by him as a result of—

[F18(i) the exercise of a qualifying option within the meaning given by
section 527(4) of ITEPA 2003 (enterprise management incentives)
in circumstances where section 530 or 531 of that Act (exercise of
option to acquire shares) applies, or

(ii) the exercise of an option to which Chapter 7 or 8 of Part 7 of
that Act (F19... share option schemes) applies in circumstances where
section 519(1) or 524(1) of that Act applies.]

(2) Where the individual first makes a disposal of any of the relevant shares, he may
elect for subsections (3) to (5) below to have effect in relation to that disposal and all
subsequent disposals of any of those shares.

(3) In circumstances where section 105 applies, that section shall have effect as if—
(a) paragraph (a) of subsection (1) of that section required the [F17tax-advantaged-

scheme] shares to be treated as acquired by the individual by a single
transaction separate from the remainder of the relevant shares (which shall
also be treated by virtue of that paragraph as acquired by the individual by a
single transaction), and

(b) subsection (1) of that section required the [F17tax-advantaged-scheme] shares
to be treated as disposed of after the remainder of the relevant shares.

(4) If the relevant shares include shares to which relief under Chapter 3 of Part 7 of the
Taxes Act[F20, relief under Part 5 of ITA 2007] or deferral relief (within the meaning
of Schedule 5B to this Act) is attributable—

(a) paragraph 4(4) of that Schedule has effect as if it required the [F17tax-
advantaged-scheme] shares falling within paragraph (a), (b), (c) or (d) of that
provision to be treated as disposed of after the remainder of the relevant shares
falling within the paragraph in question, and

(b) section 299 of the Taxes Act [F21or section 246 of ITA 2007] has effect for the
purposes of section 150A(4) below as if it required—

(i) the [F17tax-advantaged-scheme] shares falling within paragraph (a),
(b), (c) or (d) of subsection (6A) of section 299 [F22of the Taxes Act or
subsection (3) of section 246 of ITA 2007] to be treated as disposed of
after the remainder of the relevant shares falling within the paragraph
in question, and

(ii) the [F17tax-advantaged-scheme] shares to which subsection (6B) of
[F23section 299 of the Taxes Act or subsection (4) of section 246 of
ITA 2007] applies to be treated as disposed of after the remainder of
the relevant shares to which that subsection applies.

(5) Where section 127 applies in relation to any of the relevant shares (“the reorganisation
shares”), that section shall apply separately to such of those shares as are [F17tax-
advantaged-scheme] shares and to the remainder of the reorganisation shares (so
that those [F17tax-advantaged-scheme] shares and the remainder of the reorganisation
shares are treated as comprised in separate holdings of original shares and identified
with separate new holdings).

(6) In subsection (5)—
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(a) the reference to section 127 includes a reference to that section as it is applied
by virtue of any enactment relating to chargeable gains, and

(b) “original shares” and “new holding” have the same meaning as in section 127
or (as the case may be) that section as applied by virtue of the enactment in
question.

(7) For the purposes of subsection (1) above—
(a) any shares to which relief under Chapter 3 of Part 7 of the Taxes Act [F24or

relief under Part 5 of ITA 2007] is attributable and which were transferred to
an individual as mentioned in section 304 of [F25the Taxes Act or section 245
of ITA 2007], and

(b) any shares to which deferral relief (within the meaning of Schedule 5B to
this Act), but not relief under that Chapter [F26or relief under that Part], is
attributable and which were acquired by an individual on a disposal to which
section 58 above applies,

shall be treated as acquired by the individual on the day on which they were issued.

(8) In this section the references to Chapter 3 of Part 7, section 299 and section 304 of
the Taxes Act shall be read as references to those provisions as they apply to shares
issued after 31st December 1993 (enterprise investment scheme).

[
F27(9)

In this section references to Part 5 of ITA 2007 or any provision of that Part are to a
Part or provision that applies only in relation to shares issued after 5 April 2007.]

Textual Amendments
F16 Ss. 105A, 105B inserted (with effect in accordance with s. 50(2)-(4) of the amending Act) by Finance

Act 2002 (c. 23), s. 50(1)
F17 Words in s. 105A substituted (6.4.2014) by Finance Act 2014 (c. 26), Sch. 8 paras. 122(2), 146 (with

Sch. 8 paras. 147-157)
F18 S. 105A(1)(b)(i)(ii) substituted (with effect in accordance with Sch. 5 para. 6(1) of the amending Act)

by Finance (No. 2) Act 2005 (c. 22), Sch. 5 para. 3(2)
F19 Word in s. 105A(1)(b)(ii) omitted (6.4.2014) by virtue of Finance Act 2014 (c. 26), Sch. 8 paras.

122(3), 146 (with Sch. 8 paras. 147-157)
F20 Words in s. 105A(4) inserted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para.

306(2)(a) (with Sch. 2)
F21 Words in s. 105A(4)(b) inserted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para.

306(2)(b) (with Sch. 2)
F22 Words in s. 105A(4)(b)(i) substituted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1

para. 306(2)(c) (with Sch. 2)
F23 Words in s. 105A(4)(b)(ii) substituted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1

para. 306(2)(d) (with Sch. 2)
F24 Words in s. 105A(7)(a) inserted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para.

306(3)(a) (with Sch. 2)
F25 Words in s. 105A(7)(a) substituted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para.

306(3)(b) (with Sch. 2)
F26 Words in s. 105A(7) inserted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para.

306(3)(c) (with Sch. 2)
F27 S. 105A(9) inserted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para. 306(4) (with

Sch. 2)
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Modifications etc. (not altering text)
C6 Ss. 104-114 modified (6.4.1999) by The Individual Savings Account Regulations 1998 (S.I.

1998/1870), regs. 1, 34(2) (as amended (6.4.2008) by S.I. 2008/704, regs. 1, 15(2), (6.4.2014) by
Finance Act 2014 (c. 26), Sch. 8 paras. 87, 89)

105B Provision supplementary to section 105A

(1) The provisions of section 105A have effect in the case of any disposal notwithstanding
that some or all of the securities disposed of are otherwise identified—

(a) by the disposal, or
(b) by a transfer or delivery giving effect to it.

(2) An election must be made, by a notice given to an officer of the Board, on or before the
first anniversary of the 31st January next following the year of assessment in which
the individual first makes a disposal of any of the relevant shares.

(3) Where—
(a) an election is made in respect of the relevant shares, and
(b) any shares (“the other shares”) acquired by the individual on the same day

and in the same capacity as the relevant shares cease to be treated under
section 104(4) as shares of a different class from the relevant shares,

the election shall have effect in respect of the other shares from the time they cease
to be so treated.

(4) In determining for the purposes of section 105A(2) and subsection (2) above whether
the individual has made a disposal of any of the relevant shares, sections 122(1) and
128(3) shall be disregarded.

(5) No election may be made in respect of ordinary shares in a venture capital trust.

For this purpose “ordinary shares” has the meaning given in section 151A(7).

(6) For the purposes of section 105A, shares in a company shall not be treated as being of
the same class unless they are so treated by the practice of a recognised stock exchange,
or would be so treated if dealt with on that recognised stock exchange.

(7) In section 105A(2) to (5) and subsections (2) to (4) above, any reference to the
relevant shares or to the [F28tax-advantaged-scheme] shares includes a reference to the
securities (if any) directly or indirectly derived from the shares in question by virtue
of one or more applications of section 127 (including that section as applied by virtue
of any enactment relating to chargeable gains).

(8) In this section—
“the [F28tax-advantaged-scheme] shares” has the same meaning as in

section 105A;
“election” means an election under that section;
“the relevant shares” has the same meaning as in that section; and
“securities” has the meaning given in section 104(3);

and in subsection (4) the reference to section 128(3) includes a reference to that
provision as it is applied by virtue of any enactment relating to chargeable gains.]
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Textual Amendments
F16 Ss. 105A, 105B inserted (with effect in accordance with s. 50(2)-(4) of the amending Act) by Finance

Act 2002 (c. 23), s. 50(1)
F28 Words in s. 105B(7)(8) substituted (6.4.2014) by Finance Act 2014 (c. 26), Sch. 8 paras. 123, 146

(with Sch. 8 paras. 147-157)

Modifications etc. (not altering text)
C6 Ss. 104-114 modified (6.4.1999) by The Individual Savings Account Regulations 1998 (S.I.

1998/1870), regs. 1, 34(2) (as amended (6.4.2008) by S.I. 2008/704, regs. 1, 15(2), (6.4.2014) by
Finance Act 2014 (c. 26), Sch. 8 paras. 87, 89)

F29106 Disposal of shares and securities by company within prescribed period of
acquisition.

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Textual Amendments
F29 S. 106 repealed (with effect in accordance with s. 72(3) of the amending Act) by Finance Act 2006

(c. 25), s. 72(1), Sch. 26 Pt. 3(9)

[F30106AIdentification of securities: F31... capital gains tax.

(1) This section has effect for the purposes of capital gains tax (but not corporation tax)
where any securities are disposed of by any person.

(2) The securities disposed of shall be identified in accordance with the following
provisions of this section with securities of the same class that have been acquired by
the person making the disposal.

(3) The provisions of this section have effect in the case of any disposal notwithstanding
that some or all of the securities disposed of are otherwise identified—

(a) by the disposal, or
(b) by a transfer or delivery giving effect to it;

but where a person disposes of securities in one capacity, they shall not be identified
under those provisions with any securities which he holds, or can dispose of, only in
some other capacity.

(4) Securities disposed of on an earlier date shall be identified before securities disposed
of on a later date; and, accordingly, securities disposed of by a later disposal shall not
be identified with securities already identified as disposed of by an earlier disposal.

(5) Subject to subsection (4) above, if within the period of thirty days after the disposal
the person making it acquires securities of the same class, the securities disposed of
shall be identified—

(a) with securities acquired by him within that period, rather than with other
securities; F32...

[
F33(aa)

with securities acquired by him within that period which are not relevant EMI
shares, rather than with securities acquired by him within that period which
are relevant EMI shares; and]
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(b) [F34subject to paragraph (aa),] with securities acquired at an earlier time within
that period, rather than with securities acquired at a later time within that
period.

[
F35(5ZA)

None of the securities which, by virtue of subsection (5) above, are identified with
other securities shall be regarded as forming part of an existing section 104 holding
or as constituting a section 104 holding.]

[
F36(5A)

Subsection (5) above shall not require securities to be identified with securities which
the person making the disposal acquires at a time when—

(a) he is [F37not resident] in the United Kingdom, or
(b) he is resident F38... in the United Kingdom but is Treaty non-resident.]

(6) Subject to subsections (4) and (5) above, [F39relevant] securities disposed of shall
be identified with [F39relevant] securities acquired at a later time, rather than with
[F39relevant] securities acquired at an earlier time.

[
F40(6A)

Subject to subsections (4) and (5) above, a company's shares which are disposed of
shall be identified—

(a) with relevant EMI shares, rather than with other shares, and
(b) with relevant EMI shares acquired at an earlier time rather than with relevant

EMI shares acquired at a later time.

(6B) No shares identified with relevant EMI shares by virtue of subsection (6A)(a) or (b)
above shall be regarded as forming part of an existing section 104 holding or as
constituting a section 104 holding.]

F41(7) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
F42(8) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

(9) The identification rules set out in the preceding provisions of this section have effect
subject to subsection (1) of section 105, and securities disposed of shall not be
identified with securities acquired after the disposal except in accordance with that
section or subsection (5) above.

[F43(10) In this section—
[F44“relevant EMI shares” has the meaning given by section 169I(7C) to

(7G),]
“securities” means any securities within the meaning of section 104 or any

relevant securities, and
“relevant securities” means—

(a) securities within the meaning of Chapter 2 of Part 12 of ITA 2007
(accrued income profits),

(b) qualifying corporate bonds, and
(c) [F45securities which are interests in a non-reporting fund, within the

meaning of the Offshore Funds (Tax) Regulations 2009 (S.I. 2009/3001)
(see regulation 4(2)).]]

(11) For the purposes of this section securities of a company shall not be treated as being of
the same class unless they are so treated by the practice of a recognised stock exchange,
or would be so treated if dealt with on that recognised stock exchange.]

http://www.legislation.gov.uk/id/uksi/2009/3001
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Textual Amendments
F30 S. 106A inserted (with effect in accordance with s. 124(7) of the amending Act) by Finance Act 1998

(c. 36), s. 124(1) (with s. 124(8))
F31 Words in s. 106A heading omitted (with effect in accordance with Sch. 2 para. 100 of the amending

Act) by virtue of Finance Act 2008 (c. 9), Sch. 2 para. 87(7)
F32 Word in s. 106A(5) omitted (with effect in accordance with Sch. 24 paras. 5, 6(4)(5) of the amending

Act) by virtue of Finance Act 2013 (c. 29), Sch. 24 para. 4(2)(a)
F33 S. 106A(5)(aa) inserted (with effect in accordance with Sch. 24 paras. 5, 6(4)(5) of the amending Act)

by Finance Act 2013 (c. 29), Sch. 24 para. 4(2)(b)
F34 Words in s. 106A(5)(b) inserted (with effect in accordance with Sch. 24 paras. 5, 6(4)(5) of the

amending Act) by Finance Act 2013 (c. 29), Sch. 24 para. 4(2)(c)
F35 S. 106A(5ZA) inserted (with effect in accordance with Sch. 2 para. 100 of the amending Act) by

Finance Act 2008 (c. 9), Sch. 2 para. 87(2)
F36 S. 106A(5A) inserted (with effect in accordance with s. 74(5) of the amending Act) by Finance Act

2006 (c. 25), s. 74(2)
F37 Words in s. 106A(5A)(a) substituted (with effect in accordance with Sch. 46 para. 112 of the amending

Act) by Finance Act 2013 (c. 29), Sch. 46 para. 97(a)
F38 Words in s. 106A(5A)(b) omitted (with effect in accordance with Sch. 46 para. 112 of the amending

Act) by virtue of Finance Act 2013 (c. 29), Sch. 46 para. 97(b)
F39 Word in s. 106A(6) inserted (with effect in accordance with Sch. 2 para. 100 of the amending Act) by

Finance Act 2008 (c. 9), Sch. 2 para. 87(3)
F40 S. 106A(6A)(6B) inserted (with effect in accordance with Sch. 24 paras. 5, 6(4)(5) of the amending

Act) by Finance Act 2013 (c. 29), Sch. 24 para. 4(3)
F41 S. 106A(7) omitted (with effect in accordance with Sch. 2 para. 100 of the amending Act) by virtue of

Finance Act 2008 (c. 9), Sch. 2 para. 87(4)
F42 S. 106A(8) omitted (with effect in accordance with Sch. 2 para. 100 of the amending Act) by virtue of

Finance Act 2008 (c. 9), Sch. 2 para. 87(5)
F43 S. 106A(10) substituted (with effect in accordance with Sch. 2 para. 100 of the amending Act) by

Finance Act 2008 (c. 9), Sch. 2 para. 87(6)
F44 Words in s. 106A(10) inserted (with effect in accordance with Sch. 24 paras. 5, 6(4)(5) of the

amending Act) by Finance Act 2013 (c. 29), Sch. 24 para. 4(4)
F45 Words in s. 106A(10) substituted (with effect in accordance with reg. 1(2) of the amending S.I.) by

The Offshore Funds (Tax) (Amendment) Regulations 2011 (S.I. 2011/1211), regs. 1(1), 44(4)

Modifications etc. (not altering text)
C3 Ss. 104-114 modified by The Personal Equity Plan Regulations 1989 (S.I. 1989/469), reg. 27(2) (as

substituted (with effect in accordance with reg. 1(3) of the amending S.I.) by S.I. 1998/1869, regs.
1(1), 12)

C11 S. 106A modified by The Personal Equity Plan Regulations 1989 (S.I. 1989/469), reg. 27(3) (as
substituted (with effect in accordance with reg. 1(3) of the amending S.I.) by S.I. 1998/1869, regs.
1(1), 12)

C12 S. 106A modified (6.4.1999) by The Individual Savings Account Regulations 1998 (S.I. 1998/1870),
regs. 1, 34(3)

C13 Ss. 104-114 modified (6.4.1999) by The Individual Savings Account Regulations 1998 (S.I.
1998/1870), regs. 1, 34(2) (as amended (6.4.2008) by S.I. 2008/704, regs. 1, 15(2))

107 Identification of securities etc: general rules [F46for corporation tax].

[F47(1) This section has effect for the purposes of corporation tax where any securities are
disposed of by a company.
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(1A) The securities disposed of shall be identified in accordance with the following
provisions of this section with securities of the same class that have been acquired by
the company making the disposal and could be comprised in that disposal.

(2) The provisions of this section have effect in the case of any disposal notwithstanding
that some or all of the securities disposed of are otherwise identified—

(a) by the disposal, or
(b) by a transfer or delivery giving effect to it;

but where a company disposes of securities in one capacity, they shall not be identified
with securities which it holds, or can dispose of, only in some other capacity.]

(3) Without prejudice to section 105 if, within a period of 10 days, a number of securities
are acquired and subsequently a number of securities are disposed of and, apart from
this subsection—

(a) the securities acquired would increase the size of, or constitute a
[F48section 104 holding], and

(b) the securities disposed of would decrease the size of, or extinguish, the same
[F48section 104 holding],

then, subject to subsections (4) and (5) below, the securities disposed of shall be
identified with the securities acquired and none of them shall be regarded as forming
part of an existing [F48section 104 holding] or constituting a [F48section 104 holding].

(4) If, in a case falling within subsection (3) above, the number of securities acquired
exceeds the number disposed of—

(a) the excess shall be regarded as forming part of an existing [F48section 104
holding] or, as the case may be, as constituting a [F48section 104 holding]; and

(b) if the securities acquired were acquired at different times (within the 10
days referred to in subsection (3) above) the securities disposed of shall be
identified with securities acquired at an earlier time rather than with securities
acquired at a later time.

(5) If, in a case falling within subsection (3) above, the number of securities disposed of
exceeds the number acquired, the excess shall not be identified in accordance with
that subsection.

(6) Securities which, by virtue of subsection (3) above, do not form part of or constitute a
[F48section 104 holding] shall be treated for the purposes of section 54(2) as relevant
securities within the meaning of section 108.

(7) The identification rules set out in subsections (8) and (9) below have effect subject
to section 105 but, subject to that, have priority according to the order in which they
are so set out.

(8) Securities disposed of shall be identified with securities forming part of a
[F48section 104 holding] rather than with other securities.

(9) Securities disposed of shall be identified with securities forming part of a 1982
holding, within the meaning of section 109, rather than with other securities and,
subject to that, shall be identified with securities acquired at a later time rather than
with securities acquired at an earlier time.
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Textual Amendments
F46 Words in s. 107 heading inserted (with effect in accordance with Sch. 2 para. 100 of the amending Act)

by Finance Act 2008 (c. 9), Sch. 2 para. 88
F47 S. 107(1)(1A)(2) substituted for s. 107(1)(2) (with effect in accordance with s. 124(7) of the amending

Act) by Finance Act 1998 (c. 36), s. 124(3)
F48 Words in s. 107 substituted (with effect in accordance with s. 123(6) of the amending Act) by Finance

Act 1998 (c. 36), s. 123(5)(b)

Modifications etc. (not altering text)
C3 Ss. 104-114 modified by The Personal Equity Plan Regulations 1989 (S.I. 1989/469), reg. 27(2) (as

substituted (with effect in accordance with reg. 1(3) of the amending S.I.) by S.I. 1998/1869, regs.
1(1), 12)

C6 Ss. 104-114 modified (6.4.1999) by The Individual Savings Account Regulations 1998 (S.I.
1998/1870), regs. 1, 34(2) (as amended (6.4.2008) by S.I. 2008/704, regs. 1, 15(2), (6.4.2014) by
Finance Act 2014 (c. 26), Sch. 8 paras. 87, 89)

C14 S. 107 modified by S.I. 1989/469, reg. 27A(2A) (as inserted (6.4.1996) by S.I. 1996/846, reg. 11(b))
C15 S. 107 excluded (with effect in accordance with s. 63(4) of the amending Act) by Finance Act 2000

(c. 17), Sch. 15 para. 93(6)
C16 S. 107 applied (with effect in accordance with s. 1184(1) of the amending Act) by Corporation Tax Act

2010 (c. 4), ss. 76(4), 1184(1) (with Sch. 2)

108 Identification of relevant securities [F49for corporation tax].

[F50(A1) This section has effect for the purposes of corporation tax where any relevant securities
are disposed of by a company.]

(1) In this section “relevant securities” means—
(a) securities, within the meaning of [F51Chapter 2 of Part 12 of ITA 2007 (accrued

income profits)];
[F52(aa) qualifying corporate bonds;]

F53(b) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ; and
(c) securities which are F54... [F55interests in a non-reporting fund, within the

meaning of regulations [F56under section 354(1) of TIOPA 2010] (see Part 2
of the Offshore Funds (Tax) Regulations 2009 (S.I. 2009/3001))];

and shares or securities of a company shall not be treated for the purposes of this
section as being of the same class unless they are so treated by the practice of a
recognised stock exchange or would be so treated if dealt with on a recognised stock
exchange.

(2) Where a [F57company] disposes of relevant securities, the securities disposed of shall
be identified in accordance with the rules contained in this section with the securities of
the same class acquired by [F58the company] which could be comprised in that disposal,
and shall be so identified notwithstanding that they are otherwise identified by the
disposal or by a transfer or delivery giving effect to it (but so that where a [F57company]
disposes of securities in one capacity, they shall not be identified with securities which
[F58it] holds or can dispose of only in some other capacity).

(3) Relevant securities disposed of on an earlier date shall be identified before securities
disposed of on a later date, and the identification of the securities first disposed of shall
accordingly determine the securities which could be comprised in the later disposal.

http://www.legislation.gov.uk/id/ukpga/2008/9
http://www.legislation.gov.uk/id/ukpga/2008/9/schedule/2/paragraph/88
http://www.legislation.gov.uk/id/ukpga/1998/36
http://www.legislation.gov.uk/id/ukpga/1998/36/section/124/3
http://www.legislation.gov.uk/id/ukpga/1998/36
http://www.legislation.gov.uk/id/ukpga/1998/36
http://www.legislation.gov.uk/id/ukpga/1998/36/section/123/5/b
http://www.legislation.gov.uk/id/uksi/1989/469
http://www.legislation.gov.uk/id/uksi/1989/469/regulation/27/2
http://www.legislation.gov.uk/id/uksi/1998/1869
http://www.legislation.gov.uk/id/uksi/1998/1869/regulation/1/1
http://www.legislation.gov.uk/id/uksi/1998/1869/regulation/1/1
http://www.legislation.gov.uk/id/uksi/1998/1869/regulation/12
http://www.legislation.gov.uk/id/uksi/1998/1870
http://www.legislation.gov.uk/id/uksi/1998/1870
http://www.legislation.gov.uk/id/uksi/1998/1870/regulation/1
http://www.legislation.gov.uk/id/uksi/1998/1870/regulation/34/2
http://www.legislation.gov.uk/id/uksi/2008/704
http://www.legislation.gov.uk/id/uksi/2008/704/regulation/1
http://www.legislation.gov.uk/id/uksi/2008/704/regulation/15/2
http://www.legislation.gov.uk/id/ukpga/2014/26
http://www.legislation.gov.uk/id/ukpga/2014/26/schedule/8/paragraph/87
http://www.legislation.gov.uk/id/ukpga/2014/26/schedule/8/paragraph/89
http://www.legislation.gov.uk/id/uksi/1989/469
http://www.legislation.gov.uk/id/uksi/1989/469/regulation/27A/2A
http://www.legislation.gov.uk/id/uksi/1996/846
http://www.legislation.gov.uk/id/uksi/1996/846/regulation/11/b
http://www.legislation.gov.uk/id/ukpga/2000/17
http://www.legislation.gov.uk/id/ukpga/2000/17
http://www.legislation.gov.uk/id/ukpga/2000/17/schedule/15/paragraph/93/6
http://www.legislation.gov.uk/id/ukpga/2010/4
http://www.legislation.gov.uk/id/ukpga/2010/4
http://www.legislation.gov.uk/id/ukpga/2010/4/section/76/4
http://www.legislation.gov.uk/id/ukpga/2010/4/section/1184/1
http://www.legislation.gov.uk/id/ukpga/2010/4/schedule/2


Taxation of Chargeable Gains Act 1992 (c. 12)
Part IV – Shares, securities, options etc.
Chapter I – General
Document Generated: 2024-06-12

13

Status: Point in time view as at 15/03/2018.
Changes to legislation: Taxation of Chargeable Gains Act 1992, Part IV is up to date with all changes known to

be in force on or before 12 June 2024. There are changes that may be brought into force at a future date. Changes
that have been made appear in the content and are referenced with annotations. (See end of Document for details)

(4) Relevant securities disposed of for transfer or delivery on a particular date or in a
particular period—

(a) shall not be identified with securities acquired for transfer or delivery on a
later date or in a later period; and

(b) shall be identified with securities acquired for transfer or delivery on or before
that date or in or before that period, but on or after the date of the disposal,
rather than with securities not so acquired.

(5) The relevant securities disposed of shall be identified—
(a) with securities acquired within the 12 months preceding the disposal rather

than with securities not so acquired, and with securities so acquired on an
earlier date rather than with securities so acquired on a later date, and

(b) subject to paragraph (a) above, with securities acquired on a later date rather
than with securities acquired on an earlier date; and

(c) with securities acquired at different times on any one day in as nearly as may
be equal proportions.

(6) The rules contained in the preceding subsections shall have priority according to the
order in which they are so contained.

(7) Notwithstanding anything in subsections (3) to (5) above, where, under arrangements
designed to postpone the transfer or delivery of relevant securities disposed of, a
[F59company] by a single bargain acquires securities for transfer or delivery on a
particular date or in a particular period and disposes of them for transfer or delivery
on a later date or in a later period, then—

(a) the securities disposed of by that bargain shall be identified with the securities
thereby acquired; and

(b) securities previously disposed of which, but for the operation of paragraph (a)
above in relation to acquisitions for transfer or delivery on the earlier date or
in the earlier period, would have been identified with the securities acquired
by that bargain—

(i) shall, subject to subsection (3) above, be identified with any available
securities acquired for such transfer or delivery (that is to say, any
securities so acquired other than securities to which paragraph (a)
above applies and other than securities with which securities disposed
of for such transfer or delivery would be identified apart from this
subsection); and

(ii) in so far as they cannot be so identified shall be treated as disposed
of for transfer or delivery on the later date, or in the later period,
mentioned above.

(8) This section F60... shall not apply—
(a) where the disposal is of quoted securities (within the meaning of paragraph 8

of Schedule 2), unless an election has been made with respect to the securities
under paragraph 4 of that Schedule or under section 109(4), or

(b) where the disposal is of securities as respects which paragraph 17 or 18 of
Schedule 2 has effect.
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Textual Amendments
F49 Words in s. 108 heading inserted (with effect in accordance with Sch. 2 para. 100 of the amending Act)

by Finance Act 2008 (c. 9), Sch. 2 para. 89
F50 S. 108(A1) inserted (with effect in accordance with s. 124(7) of the amending Act) by Finance Act

1998 (c. 36), s. 124(4)
F51 Words in s. 108(1)(a) substituted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para.

307 (with Sch. 2)
F52 S. 108(1)(aa) inserted (with effect in accordance with s. 105(1) of the amending Act) by Finance Act

1996 (c. 8), Sch. 14 para. 59 (with Sch. 15)
F53 S. 108(1)(b) repealed (with effect in accordance with s. 105(1) of the amending Act) by Finance Act

1996 (c. 8), Sch. 41 Pt. V(3) (with Sch. 15)
F54 Words in s. 108(1)(c) repealed (with effect in accordance with art. 1(2)(3), Sch. 1 of the amending S.I.)

by The Offshore Funds (Tax) Regulations 2009 (S.I. 2009/3001), regs. 1(1), 127(2)(a), Sch. 2
F55 Words in s. 108(1)(c) substituted (with effect in accordance with art. 1(2)(3), Sch. 1 of the amending

S.I.) by The Offshore Funds (Tax) Regulations 2009 (S.I. 2009/3001), regs. 1(1), 127(2)(b)
F56 Words in s. 108(1)(c) substituted (with effect in accordance with s. 381(1) of the amending Act) by

Taxation (International and Other Provisions) Act 2010 (c. 8), s. 381(1), Sch. 8 para. 164 (with Sch. 9
paras. 1-9, 22)

F57 Word in s. 108(2) substituted (with effect in accordance with s. 124(7) of the amending Act) by
Finance Act 1998 (c. 36), s. 124(5)(a)

F58 Words in s. 108(2) substituted (with effect in accordance with s. 124(7) of the amending Act) by
Finance Act 1998 (c. 36), s. 124(5)(b)

F59 Word in s. 108(7) substituted (with effect in accordance with s. 124(7) of the amending Act) by
Finance Act 1998 (c. 36), s. 124(5)(a)

F60 Words in s. 108(8) repealed (with effect in accordance with s. 72(3) of the amending Act) by Finance
Act 2006 (c. 25), s. 72(2)(c), Sch. 26 Pt. 3(9)

Modifications etc. (not altering text)
C3 Ss. 104-114 modified by The Personal Equity Plan Regulations 1989 (S.I. 1989/469), reg. 27(2) (as

substituted (with effect in accordance with reg. 1(3) of the amending S.I.) by S.I. 1998/1869, regs.
1(1), 12)

C6 Ss. 104-114 modified (6.4.1999) by The Individual Savings Account Regulations 1998 (S.I.
1998/1870), regs. 1, 34(2) (as amended (6.4.2008) by S.I. 2008/704, regs. 1, 15(2), (6.4.2014) by
Finance Act 2014 (c. 26), Sch. 8 paras. 87, 89)

109 [F61Corporation tax: pre-April] 1982 share pools.

(1) [F62For the purposes of corporation tax, this] section has effect in relation to any 1982
holding, and in this section “1982 holding” means a holding which, immediately
before the coming into force of this section, was a 1982 holding for the purposes of
Part II of Schedule 19 to the M1Finance Act 1985.

(2) Subject to subsections (3) to (5) below—
(a) the holding shall continue to be regarded as a single asset for the purposes

of this Act [F63(subject to express provision to the contrary)], but one which
cannot grow by the acquisition of additional securities of the same class, and

(b) every sum, which on a disposal of the holding, would be an item of relevant
allowable expenditure shall be regarded for the purposes of section 54 as
having been incurred at such a time that the month which determines RI in
the formula in subsection (1) of that section is March 1982.
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Securities of a company shall not be treated for the purposes of this section as being of
the same class unless they are so treated by the practice of a recognised stock exchange
or would be so treated if dealt with on a recognised stock exchange.

(3) Nothing in subsection (2) above affects the operation of section 127 in relation to the
holding, but without prejudice to section 131.

(4) If a person so elects, quoted securities, as defined in paragraph 8 of Schedule 2 which
are covered by the election—

(a) shall be treated as an accretion to an existing 1982 holding or, as the case may
be, as constituting a new 1982 holding; and

(b) shall be excluded from paragraph 2 of that Schedule;
and the relevant allowable expenditure which is attributable to that 1982 holding shall
be adjusted or determined accordingly.

(5) Paragraphs 4(8) to (13) and 5 to 8 of Schedule 2 shall apply in relation to an election
under subsection (4) above as they apply in relation to an election under paragraph
4(2) of that Schedule, but with the substitution for any reference to 19th March 1968
of a reference to 31st March 1985 in the case of holdings or disposals by companies
and 5th April 1985 in any other case.

(6) For the purpose of computing the indexation allowance (if any) on a disposal of a 1982
holding, the relevant allowable expenditure attributable to the holding on the coming
into force of this section shall be the amount which, if the holding had been disposed of
immediately before the coming into force of this section, would have been the relevant
allowable expenditure in relation to that holding on that disposal, and for the purposes
of section 54(4) relevant allowable expenditure attributable to a 1982 holding shall be
deemed to be expenditure falling within section 38(1)(a).

Textual Amendments
F61 Words in s. 109 heading substituted (with effect in accordance with Sch. 2 para. 100 of the amending

Act) by Finance Act 2008 (c. 9), Sch. 2 para. 90(3)
F62 Words in s. 109(1) substituted (with effect in accordance with Sch. 2 para. 100 of the amending Act)

by Finance Act 2008 (c. 9), Sch. 2 para. 90(2)
F63 Words in s. 109(2)(a) inserted (retrospective to 6.4.2006) by Finance Act 2006 (c. 25), Sch. 12 para.

18(1)(2)

Modifications etc. (not altering text)
C3 Ss. 104-114 modified by The Personal Equity Plan Regulations 1989 (S.I. 1989/469), reg. 27(2) (as

substituted (with effect in accordance with reg. 1(3) of the amending S.I.) by S.I. 1998/1869, regs.
1(1), 12)

C6 Ss. 104-114 modified (6.4.1999) by The Individual Savings Account Regulations 1998 (S.I.
1998/1870), regs. 1, 34(2) (as amended (6.4.2008) by S.I. 2008/704, regs. 1, 15(2), (6.4.2014) by
Finance Act 2014 (c. 26), Sch. 8 paras. 87, 89)

Marginal Citations
M1 1985 c. 54.

110 [F64Indexation for section 104 holdings for corporation tax].

(1) [F65For the purposes of corporation tax this] section and section 114—
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(a) apply in place of section 54 in relation to a disposal of a [F66section 104
holding] for the purpose of computing the indexation allowance;

(b) have effect subject to [F67section 105].

(2) On any disposal of a [F66section 104 holding], other than a disposal of the whole of it—
(a) the qualifying expenditure and the indexed pool of expenditure shall each

be apportioned between the part disposed of and the remainder in the
same proportions as, under this Act, the relevant allowable expenditure is
apportioned; and

(b) the indexation allowance is the amount by which the portion of the indexed
pool which is attributed to the part disposed of exceeds the portion of the
qualifying expenditure which is attributed to that part.

(3) On a disposal of the whole of a [F66section 104 holding], the indexation allowance
is the amount by which the indexed pool of expenditure at the time of the disposal
exceeds the qualifying expenditure at that time.

(4) In relation to a [F66section 104 holding], the qualifying expenditure is at any time the
amount which would be the aggregate of the relevant allowable expenditure in relation
to a disposal of the whole of the holding occurring at that time.

(5) Subject to subsection (6) below and section 114 the indexed pool of expenditure shall
come into being at the time that the holding comes into being or, if it is earlier, when
any of the qualifying expenditure is incurred and shall at the time it comes into being
be the same as the qualifying expenditure at that time.

(6) In relation to a [F66section 104 holding] which was in existence immediately before
the coming into force of this section, the indexed pool of expenditure on the coming
into force of this section shall be the same as it was for the purposes of Part III of
Schedule 19 to the M2Finance Act 1985 immediately before then.

[F68(6A) Where a disposal to a person acquiring or adding to a [F66section 104 holding] is treated
by virtue of any enactment as one on which neither a gain nor a loss accrues to the
person making the disposal—

(a) section 56(2) shall not apply to the disposal (and, accordingly, the amount of
the consideration shall not be calculated on the assumption that a gain of an
amount equal to the indexation allowance accrues to the person making the
disposal), but

(b) an amount equal to the indexation allowance on the disposal shall be added to
the indexed pool of expenditure for the holding acquired or, as the case may
be, held by the person to whom the disposal is made (and, where it is added to
the indexed pool of expenditure for a holding so held, it shall be added after
any increase required by subsection (8)(a) below).]

(7) Any reference below to an operative event is a reference to any event (whether a
disposal or otherwise) which has the effect of reducing or increasing the qualifying
expenditure referable to the [F66section 104 holding].

(8) Whenever an operative event occurs—
(a) there shall be added to the indexed pool of expenditure the indexed rise, as

calculated under subsection (10) or (11) below, in the value of the pool since
the last operative event or, if there has been no previous operative event, since
the pool came into being; and
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(b) if the operative event results in an increase in the qualifying expenditure then,
in addition to any increase under paragraph (a) above, the same increase shall
be made to the indexed pool of expenditure; and

(c) if the operative event is a disposal resulting in a reduction in the qualifying
expenditure, the indexed pool of expenditure shall be reduced in the same
proportion as the qualifying expenditure is reduced; and

(d) if the operative event results in a reduction in the qualifying expenditure but
is not a disposal, the same reduction shall be made to the indexed pool of
expenditure.

(9) Where the operative event is a disposal—
(a) any addition under subsection (8)(a) above shall be made before the

calculation of the indexation allowance under subsection (2) above; and
(b) the reduction under subsection (8)(c) above shall be made after that

calculation.

(10) At the time of any operative event, the indexed rise in the indexed pool of expenditure
is a sum produced by multiplying the value of the pool immediately before the event
by a figure expressed as a decimal and determined, subject to subsection (11) below,
by the formula—
       

where—
RE is the retail prices index for [F69December 2017]; and
RL is the retail prices index for the month in which occurred the immediately
preceding operative event or, if there has been no such event, in which the
indexed pool of expenditure came into being.

[F70(11) The indexed rise is nil if—
(a) RE, as defined in subsection (10), is equal to or less than RL, as so defined, or
(b) the month referred to in the definition of RL in subsection (10) is after

December 2017.]

Textual Amendments
F64 Words in s. 110 heading substituted (with effect in accordance with Sch. 2 para. 100 of the amending

Act) by Finance Act 2008 (c. 9), Sch. 2 para. 91
F65 Words in s. 110(1) substituted (with effect in accordance with s. 125(4)(5) of the amending Act) by

Finance Act 1998 (c. 36), s. 125(1)
F66 Words in s. 110 substituted (with effect in accordance with s. 123(6) of the amending Act) by Finance

Act 1998 (c. 36), s. 123(5)(b)
F67 Words in s. 110(1)(b) substituted (with effect in accordance with s. 72(3) of the amending Act) by

Finance Act 2006 (c. 25), s. 72(2)(d)
F68 S. 110(6A) inserted (with effect in accordance with s. 93(11) of the amending Act) by Finance Act

1994 (c. 9), s. 93(6) (with Sch. 12)
F69 Words in s. 110(10) substituted (with effect in accordance with s. 26(6)(7) of the amending Act) by

Finance Act 2018 (c. 3), s. 26(4)(a)
F70 S. 110(11) substituted (with effect in accordance with s. 26(6)(7) of the amending Act) by Finance Act

2018 (c. 3), s. 26(4)(b)
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Modifications etc. (not altering text)
C3 Ss. 104-114 modified by The Personal Equity Plan Regulations 1989 (S.I. 1989/469), reg. 27(2) (as

substituted (with effect in accordance with reg. 1(3) of the amending S.I.) by S.I. 1998/1869, regs.
1(1), 12)

C6 Ss. 104-114 modified (6.4.1999) by The Individual Savings Account Regulations 1998 (S.I.
1998/1870), regs. 1, 34(2) (as amended (6.4.2008) by S.I. 2008/704, regs. 1, 15(2), (6.4.2014) by
Finance Act 2014 (c. 26), Sch. 8 paras. 87, 89)

Marginal Citations
M2 1985 c. 54.

F71110A Indexation for section 104 holdings: capital gains tax.

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Textual Amendments
F71 S. 110A omitted (with effect in accordance with Sch. 2 para. 100 of the amending Act) by virtue of

Finance Act 2008 (c. 9), Sch. 2 para. 92

F72111 Indexation: building society etc. shares.

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Textual Amendments
F72 S. 111 repealed (with effect in accordance with s. 93(11) of the amending Act) by Finance Act 1994

(c. 9), s. 93(7), Sch. 26 Pt. V(8) (with Sch. 12)

112 Parallel pooling regulations[F73: corporation tax].

(1) The M3Capital Gains Tax (Parallel Pooling) Regulations 1986 made by the Treasury
under paragraph 21 of Schedule 19 to the M4Finance Act 1985 shall continue to have
effect notwithstanding the repeal by this Act of that Schedule, and for the purposes
of section 14 of the M5Interpretation Act 1978 that paragraph shall be deemed not to
have been repealed.

(2) An election under Schedule 6 to the M6Finance Act 1983 which has not been revoked
before 6th April 1992 shall not have effect in relation to any disposal after 5th April
1992 and may, if the Board allow, be revoked by notice to the inspector.

(3) All such adjustments shall be made, whether by way of discharge or repayment of
tax, or the making of assessments or otherwise, as are required in consequence of a
revocation under subsection (2) above.

Textual Amendments
F73 Words in s. 112 heading inserted (with effect in accordance with Sch. 2 para. 100 of the amending Act)

by Finance Act 2008 (c. 9), Sch. 2 para. 93
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Modifications etc. (not altering text)
C3 Ss. 104-114 modified by The Personal Equity Plan Regulations 1989 (S.I. 1989/469), reg. 27(2) (as

substituted (with effect in accordance with reg. 1(3) of the amending S.I.) by S.I. 1998/1869, regs.
1(1), 12)

C6 Ss. 104-114 modified (6.4.1999) by The Individual Savings Account Regulations 1998 (S.I.
1998/1870), regs. 1, 34(2) (as amended (6.4.2008) by S.I. 2008/704, regs. 1, 15(2), (6.4.2014) by
Finance Act 2014 (c. 26), Sch. 8 paras. 87, 89)

Marginal Citations
M3 S.I.1986/387.
M4 1985 c. 54.
M5 1978 c. 30.
M6 1983 c. 28.

113 Calls on shares[F74: corporation tax].

[F75(A1) This section has effect for the purposes of corporation tax.]

(1) Subsection (2) below applies where—
(a) on a disposal to which section 53 applies, the relevant allowable expenditure

is or includes the amount or value of the consideration given for the issue of
shares or securities in, or debentures of, a company; and

(b) the whole or some part of that consideration was given after the expiry of the
period of 12 months beginning on the date of the issue of the shares, securities
or debentures.

(2) For the purpose of computing the indexation allowance (if any) on the disposal referred
to in subsection (1)(a) above—

(a) so much of the consideration as was given after the expiry of the period
referred to in subsection (1)(b) above shall be regarded as an item of
expenditure separate from any consideration given during that period; and

(b) section 54(4) shall not apply to that separate item of expenditure which,
accordingly, shall be regarded as incurred at the time the consideration in
question was actually given.

Textual Amendments
F74 Words in s. 113 heading inserted (with effect in accordance with Sch. 2 para. 100 of the amending Act)

by Finance Act 2008 (c. 9), Sch. 2 para. 94(3)
F75 S. 113(A1) inserted (with effect in accordance with Sch. 2 para. 100 of the amending Act) by Finance

Act 2008 (c. 9), Sch. 2 para. 94(2)

Modifications etc. (not altering text)
C3 Ss. 104-114 modified by The Personal Equity Plan Regulations 1989 (S.I. 1989/469), reg. 27(2) (as

substituted (with effect in accordance with reg. 1(3) of the amending S.I.) by S.I. 1998/1869, regs.
1(1), 12)

C6 Ss. 104-114 modified (6.4.1999) by The Individual Savings Account Regulations 1998 (S.I.
1998/1870), regs. 1, 34(2) (as amended (6.4.2008) by S.I. 2008/704, regs. 1, 15(2), (6.4.2014) by
Finance Act 2014 (c. 26), Sch. 8 paras. 87, 89)
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114 Consideration for options[F76: corporation tax].

[F77(A1) This section has effect for the purposes of corporation tax.]

(1) If, in a case where section 110(8)(b) applies, the increase in the qualifying expenditure
is, in whole or in part, attributable to the cost of acquiring an option binding the
grantor to sell (“the option consideration”), then, in addition to any increase under
section 110(8)(a) or (b), the indexed pool of expenditure shall be increased by an
amount equal to the indexed rise in the option consideration, as determined under
subsection (2) below.

(2) The indexed rise in the option consideration is a sum produced by multiplying
the consideration by a figure expressed as a decimal and determined, subject to
subsection (3) below, by the formula—
       

where—
RO is the retail prices index for [F78December 2017]; and
RA is the retail prices index for the month in which falls the date in which the
option was acquired or, if it is later, March 1982.

[F79(3) The indexed rise is nil if—
(a) RO, as defined in subsection (2), is equal to or less than RA, as so defined, or
(b) the month referred to in the definition of RA in subsection (2) is after

December 2017.]

Textual Amendments
F76 Words in s. 114 heading inserted (with effect in accordance with Sch. 2 para. 100 of the amending Act)

by Finance Act 2008 (c. 9), Sch. 2 para. 95(3)
F77 S. 114(A1) inserted (with effect in accordance with Sch. 2 para. 100 of the amending Act) by Finance

Act 2008 (c. 9), Sch. 2 para. 95(2)
F78 Words in s. 114(2) substituted (with effect in accordance with s. 26(6)(7) of the amending Act) by

Finance Act 2018 (c. 3), s. 26(5)(a)
F79 S. 114(3) substituted (with effect in accordance with s. 26(6)(7) of the amending Act) by Finance Act

2018 (c. 3), s. 26(5)(b)

Modifications etc. (not altering text)
C3 Ss. 104-114 modified by The Personal Equity Plan Regulations 1989 (S.I. 1989/469), reg. 27(2) (as

substituted (with effect in accordance with reg. 1(3) of the amending S.I.) by S.I. 1998/1869, regs.
1(1), 12)

C6 Ss. 104-114 modified (6.4.1999) by The Individual Savings Account Regulations 1998 (S.I.
1998/1870), regs. 1, 34(2) (as amended (6.4.2008) by S.I. 2008/704, regs. 1, 15(2), (6.4.2014) by
Finance Act 2014 (c. 26), Sch. 8 paras. 87, 89)
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Gilt-edged securities and qualifying corporate bonds

115 Exemptions for gilt-edged securities and qualifying corporate bonds etc.

(1) A gain which accrues on the disposal by any person of—
(a) gilt-edged securities or qualifying corporate bonds, or
(b) any option or contract to acquire or dispose of gilt-edged securities or

qualifying corporate bonds,
shall not be a chargeable gain.

(2) In subsection (1) above the reference to the disposal of a contract to acquire or dispose
of gilt-edged securities or qualifying corporate bonds is a reference to the disposal of
the outstanding obligations under such a contract.

(3) Without prejudice to section 143(5), where a person who has entered into any such
contract as is referred to in subsection (1)(b) above closes out that contract by entering
into another contract with obligations which are reciprocal to those of the first-
mentioned contract, that transaction shall for the purposes of this section constitute
the disposal of an asset, namely, his outstanding obligations under the first-mentioned
contract.

116 Reorganisations, conversions and reconstructions.

(1) This section shall have effect in any case where a transaction occurs of such a
description that, apart from the provisions of this section—

(a) sections 127 to 130 would apply by virtue of any provision of Chapter II of
this Part; and

(b) either the original shares would consist of or include a qualifying corporate
bond and the new holding would not, or the original shares would not and the
new holding would consist of or include such a bond;

and in paragraph (b) above “the original shares” and “the new holding” have the same
meaning as they have for the purposes of sections 127 to 130.

(2) In this section [F80references to a transaction include references to any conversion of
securities (whether or not effected by a transaction) within the meaning of section 132
and] “relevant transaction” means a reorganisation, conversion of securities or other
transaction such as is mentioned in subsection (1) above, and, in addition to its
application where the transaction takes place after the coming into force of this section,
subsection (10) below applies where the relevant transaction took place before the
coming into force of this section so far as may be necessary to enable any gain or loss
deferred under paragraph 10 of Schedule 13 to the M7Finance Act 1984 to be taken
into account on a subsequent disposal.

(3) Where the qualifying corporate bond referred to in subsection (1)(b) above would
constitute the original shares for the purposes of sections 127 to 130, it is in this section
referred to as “the old asset” and the shares or securities which would constitute the
new holding for those purposes are referred to as “the new asset”.

(4) Where the qualifying corporate bond referred to in subsection (1)(b) above would
constitute the new holding for the purposes of sections 127 to 130, it is in this section
referred to as “the new asset” and the shares or securities which would constitute the
original shares for those purposes are referred to as “the old asset”.
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[F81(4A) In determining for the purposes of subsections (1) to (4) above, as they apply for the
purposes of corporation tax—

(a) whether sections 127 to 130 would apply in any case, and
(b) what, in a case where they would apply, would constitute the original shares

and the new holding,
it shall be assumed that every asset representing a loan relationship of a company is
a security within the meaning of section 132.]

(5) So far as the relevant transaction relates to the old asset and the new asset, sections
127 to 130 shall not apply in relation to it.

(6) In accordance with subsection (5) above, the new asset shall not be treated as having
been acquired on any date other than the date of the relevant transaction or, subject
to subsections (7) and (8) below, for any consideration other than the market value of
the old asset as determined immediately before that transaction.

(7) If, on the relevant transaction, the person concerned receives, or becomes entitled
to receive, any sum of money which, in addition to the new asset, is by way of
consideration for the old asset, that sum shall be deducted from the consideration
referred to in subsection (6) above.

(8) If, on the relevant transaction, the person concerned gives any sum of money which,
in addition to the old asset, is by way of consideration for the new asset, that sum shall
be added to the consideration referred to in subsection (6) above.

F82[F83(8A) Where subsection (6) above applies for the purposes of corporation tax in a case where
the old asset consists of a qualifying corporate bond, [F84Part 5 of CTA 2009] (loan
relationships) shall have effect[F85, subject to subsection (8B) below,] so as to require
such debits and credits to be brought into account for the purposes of [F84that Part]
in relation to the relevant transaction as would have been brought into account if the
transaction had been a disposal of the old asset at the market value mentioned in
[F86subsection (6) above].

[F87This subsection does not apply in relation to a [F88relevant loan relationship
transaction].]]

[F89(8AA) In subsection (8A) “relevant loan relationship transaction” means a transaction to
which any of the following provisions applies—

section 342 of CTA 2009 (continuity of treatment on transfers within groups or
reorganisations: issues of new securities on reorganisations: disposal at notional
carrying value),
section 343 of that Act (continuity of treatment on transfers within groups or
reorganisations: receiving company using fair value accounting),
section 424 of that Act (European cross-border transfers of business:
reorganisations involving loan relationships),
section 425 of that Act (European cross-border transfers of business: original
holder using fair value accounting),
section 435 of that Act (European cross-border mergers: reorganisations
involving loan relationships),
section 436 of that Act (European cross-border mergers: original holder using
fair value accounting).]
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F82[F90(8B) Subsection (8A) above does not apply where the relevant transaction is a conversion
of securities occurring in consequence of the operation of the terms of any security or
of any debenture which is not a security.

Expressions used in this subsection have the same meaning as they have for the
purposes of section 132.]

(9) In any case where the old asset consists of a qualifying corporate bond, then, so far
as it relates to the old asset and the new asset, the relevant transaction shall be treated
for the purposes of this Act as a disposal of the old asset and an acquisition of the
new asset.

(10) Except in a case falling within subsection (9) above, so far as it relates to the old asset
and the new asset, the relevant transaction shall be treated for the purposes of this Act
as not involving any disposal of the old asset but—

(a) there shall be calculated the chargeable gain or allowable loss that would
have accrued if, at the time of the relevant transaction, the old asset had been
disposed of for a consideration equal to its market value immediately before
that transaction; and

(b) subject to subsections (12) to (14) below, the whole or a corresponding part of
the chargeable gain or allowable loss mentioned in paragraph (a) above shall
be deemed to accrue on a subsequent disposal of the whole or part of the new
asset (in addition to any gain or loss that actually accrues on that disposal); and

(c) on that subsequent disposal, section 115 shall have effect only in relation to
any gain or loss that actually accrues and not in relation to any gain or loss
which is deemed to accrue by virtue of paragraph (b) above.

(11) Subsection (10)(b) and (c) above shall not apply to any disposal falling within
section 58(1), 62(4), 139, [F91140A,][F92140E,][F93or 171(1)], but a person who has
acquired the new asset on a disposal falling within any of those sections (and without
there having been a previous disposal not falling within any of those sections or a
devolution on death) shall be treated for the purposes of subsection (10)(b) and (c)
above as if the new asset had been acquired by him at the same time and for the same
consideration as, having regard to subsections (5) to (8) above, it was acquired by the
person making the disposal.

(12) In any case where—
(a) on the calculation under subsection (10)(a) above, a chargeable gain would

have accrued, and
(b) the consideration for the old asset includes such a sum of money as is referred

to in subsection (7) above,
then, subject to subsection (13) below, the proportion of that chargeable gain which
that sum of money bears to the market value of the old asset immediately before the
relevant transaction shall be deemed to accrue at the time of that transaction.

(13) If F94... the sum of money referred to in subsection (12)(b) above is small, as compared
with the market value of the old asset immediately before the relevant transaction,
F94... subsection (12) above shall not apply.

(14) In a case where subsection (12) above applies, the chargeable gain which, apart from
that subsection, would by virtue of subsection (10)(b) above be deemed to accrue on
a subsequent disposal of the whole or part of the new asset shall be reduced or, as
the case may be, extinguished by deducting therefrom the amount of the chargeable
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gain which, by virtue of subsection (12) above, is deemed to accrue at the time of the
relevant transaction.

(15) In any case where—
(a) the new asset mentioned in subsections (10) and (11) above is a qualifying

corporate bond in respect of which an allowable loss is treated as accruing
under section 254(2), and

(b) the loss is treated as accruing at a time falling after the relevant transaction
but before any actual disposal of the new asset subsequent to the relevant
transaction,

then for the purposes of subsections (10) and (11) above a subsequent disposal of the
new asset shall be treated as occurring at (and only at) the time the loss is treated as
accruing.

[F95(16) This section has effect for the purposes of corporation tax notwithstanding anything
in [F96section 464(1) of CTA 2009] (matters to be brought into account in the case of
loan relationships only under [F96Part 5] of that Act).]
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F95 S. 116(16) inserted (with effect in accordance with s. 105(1) of the amending Act) by Finance Act
1996 (c. 8), Sch. 14 para. 60(4) (with Sch. 15)

F96 Words in s. 116(16) substituted (with effect in accordance with s. 1329(1) of the amending Act) by
Corporation Tax Act 2009 (c. 4), s. 1329(1), Sch. 1 para. 366(4) (with Sch. 2 Pts. 1, 2)

Modifications etc. (not altering text)
C17 S. 116 modified (with effect in accordance with s. 105(1) of the amending Act) by Finance Act 1996

(c. 8), s. 98, Sch. 10 para. 5(1)(3)
C18 S. 116 modified (with effect in accordance with s. 105(1) of the amending Act) by Finance Act 1996

(c. 8), s. 105, Sch. 15 para. 30(2)
C19 S. 116 excluded (24.7.1996) by Broadcasting Act 1996 (c. 55), s. 149(1), Sch. 7 para. 7(1)(b) (with

Sch. 7 para. 9(1))
C20 S. 116 modified (with effect in accordance with s. 66(1) of the amending Act) by Finance Act 1999

(c. 16), s. 66(2)
C21 S. 116 applied (with effect in accordance with s. 63(4) of the amending Act) by Finance Act 2000

(c. 17), Sch. 15 para. 80(1)
C22 S. 116 modified (with effect in accordance with s. 63(4) of the amending Act) by Finance Act 2000

(c. 17), Sch. 15 para. 88
C23 S. 116 modified by Finance Act 1996 (c. 8), s. 91G(3)-(8) (as inserted (with effect in accordance with

Sch. 7 para. 10(7) of the amending Act) by Finance (No. 2) Act 2005 (c. 22), Sch. 7 para. 10(6))
C24 S. 116 excluded by Income Tax Act 2007 (c. 3), s. 809FZD(4) (as inserted (with effect in accordance

with s. 37(4) of the amending Act) by Finance Act 2016 (c. 24), s. 37(2))
C25 S. 116(10) excluded (with effect in accordance with s. 63(4) of the amending Act) by Finance Act

2000 (c. 17), Sch. 15 para. 81(2)
C26 S. 116(10) excluded (with effect in accordance with reg. 1(2) of the amending S.I.) by The Authorised

Investment Funds (Tax) Regulations 2006 (S.I. 2006/964), regs. 1(1), 66(1)
C27 S. 116(10)(a) modified (with effect in accordance with reg. 1(2) of the amending S.I.) by The

Exchange Gains and Losses (Bringing into Account Gains or Losses) Regulations 2002 (S.I.
2002/1970), regs. 1(1), 9(4)(a)

Marginal Citations
M7 1984 c. 43.

[F97116AHolding beginning or ceasing to fall within section 490 of CTA 2009

(1) Section 116 applies in accordance with the following assumptions if—
(a) a holding that is a relevant holding for the purposes of section 490 of CTA

2009 (holdings in OEICs, unit trusts and offshore funds treated as creditor
relationship rights) is held by a company both at the end of one accounting
period and at the beginning of the next, and

(b) that section applies to the holding for one of those periods but not for the other.

(2) The assumptions in subsections (3) and (4) apply for the purposes of this Act if the
accounting period for which section 490 of CTA 2009 applies to the relevant holding
is the first of those periods.

(3) The relevant holding is assumed to have ceased to be a relevant holding for the second
of those periods as a result of a transaction such as is mentioned in section 116(1) (“the
reorganisation transaction”) occurring at the beginning of that period.

(4) In relation to the reorganisation transaction within subsection (3), for the purposes of
section 116—
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(a) the relevant holding immediately before the beginning of the second of those
periods is assumed to be the old asset, and

(b) the relevant holding immediately after the beginning of that period is assumed
to be the new asset.

(5) The assumptions in subsections (6) and (8) apply for the purposes of this Act if the
accounting period for which section 490 of CTA 2009 applies to the relevant holding
is the second of those periods.

(6) The holding is assumed to have become a relevant holding for the second of those
periods as a result of the occurrence at the end of first period of a transaction such as
is mentioned in section 116(1).

(7) But subsection (6) does not apply if the first of those periods is a period at the end of
which a disposal of the relevant holding is treated as having occurred under section 212
(annual deemed disposal of holdings of unit trusts etc by insurance companies).

(8) In relation to the reorganisation transaction within subsection (6), for the purposes of
section 116—

(a) the relevant holding immediately before the beginning of the second of those
periods is assumed to be the old asset, and

(b) the relevant holding immediately after the beginning of that period is assumed
to be the new asset.

Textual Amendments
F97 Ss. 116A, 116B inserted (with effect in accordance with s. 1329(1) of the amending Act) by

Corporation Tax Act 2009 (c. 4), s. 1329(1), Sch. 1 para. 367 (with Sch. 2 Pts. 1, 2)

116B Shares beginning or ceasing to be shares to which section [F98521B] of CTA 2009
applies

(1) If at any time section [F99521B] of CTA 2009 (application of Part 5 of that Act to certain
shares as rights under a creditor relationship) begins or ceases to apply in the case of
a share held by the investing company it is treated for the purposes of this Act—

(a) as having disposed of the share immediately before that time for consideration
of an amount equal to [F100the notional carrying value of the share] at that
time, and

(b) as having immediately reacquired it for consideration of the same amount.

(2) In this section—
[F101“notional carrying value” has the same meaning as in subsection (2) of

section 521F of CTA 2009 (see subsection (3) of that section),]
“investing company” has the same meaning as it has for the purposes of

Chapter [F1026A] of Part 6 of that Act (shares [F103accounted for as liabilities)
(see section 521A(3)] of that Act).]

Textual Amendments
F97 Ss. 116A, 116B inserted (with effect in accordance with s. 1329(1) of the amending Act) by

Corporation Tax Act 2009 (c. 4), s. 1329(1), Sch. 1 para. 367 (with Sch. 2 Pts. 1, 2)
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F98 Word in s. 116B heading substituted (retrospective and with effect in accordance with Sch. 24 paras.
12, 13-16 of the amending Act) by virtue of Finance Act 2009 (c. 10), Sch. 24 paras. 5(2), 12

F99 Word in s. 116B(1) substituted (retrospective and with effect in accordance with Sch. 24 paras. 12,
13-16 of the amending Act) by virtue of Finance Act 2009 (c. 10), Sch. 24 paras. 5(2), 12

F100 Words in s. 116B(1)(a) substituted (retrospective and with effect in accordance with Sch. 24 paras. 12,
13-16 of the amending Act) by virtue of Finance Act 2009 (c. 10), Sch. 24 paras. 5(3), 12

F101 Words in s. 116B(2) substituted (retrospective and with effect in accordance with Sch. 24 paras. 12,
13-16 of the amending Act) by Finance Act 2009 (c. 10), Sch. 24 paras. 5(4), 12

F102 Figure in s. 116B(2) substituted (retrospective and with effect in accordance with Sch. 24 paras. 12,
13-16 of the amending Act) by Finance Act 2009 (c. 10), Sch. 24 paras. 5(5)(a), 12

F103 Words in s. 116B(2) substituted (retrospective and with effect in accordance with Sch. 24 paras. 12,
13-16 of the amending Act) by Finance Act 2009 (c. 10), Sch. 24 paras. 5(5)(b), 12

Modifications etc. (not altering text)
C28 S. 116B(1) modified (with effect in accordance with Sch. 24 para. 14(1) of the affecting Act) by

Finance Act 2009 (c. 10), Sch. 24 paras. 14(2)(3), 15

117 Meaning of “qualifying corporate bond".

[F104(A1) For the purposes of corporation tax “qualifying corporate bond” means F105... any
asset representing a loan relationship of a company; and for purposes other than those
of corporation tax references to a qualifying corporate bond shall be construed in
accordance with the following provisions of this section.]

(1) For the purposes of this section, a “corporate bond” is a security, as defined in
section 132(3)(b)—

(a) the debt on which represents and has at all times represented a normal
commercial loan; and

(b) which is expressed in sterling and in respect of which no provision is made
for conversion into, or redemption in, a currency other than sterling,

and in paragraph (a) above “normal commercial loan” has the meaning which would
be given by [F106section 162 of CTA 2010 if for paragraphs (a) to (c) of subsection (2)
of that section there were substituted the words “corporate bonds (within the meaning
of section 117 of TCGA 1992)”].

(2) For the purposes of subsection (1)(b) above—
(a) a security shall not be regarded as expressed in sterling if the amount of

sterling falls to be determined by reference to the value at any time of any
other currency or asset; and

(b) a provision for redemption in a currency other than sterling but at the rate of
exchange prevailing at redemption shall be disregarded.

[F107(2AA) For the purposes of this section “corporate bond” also includes any asset which is not
included in the definition in subsection (1) above and which is a [F108deeply discounted
security for the purposes of Chapter 8 of Part 4 of ITTOIA 2005 (see section 430)].]

F109(2A) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
F110(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

(4) For the purposes of this section “corporate bond” also includes a share in a building
society—

(a) which is a qualifying share,
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(b) which is expressed in sterling, and
(c) in respect of which no provision is made for conversion into, or redemption

in, a currency other than sterling.

(5) For the purposes of subsection (4) above, a share in a building society is a qualifying
share if—

(a) it is a permanent interest bearing share, or
(b) it is of a description specified in regulations made by the Treasury for the

purposes of this paragraph.

(6) Subsection (2) above applies for the purposes of subsection (4) above as it applies
for the purposes of subsection (1)(b) above, treating the reference to a security as a
reference to a share.

F111[(6A) For the purposes of this section “corporate bond” also includes, except in relation to
a person who acquires it on or after a disposal in relation to which section 115 has or
has had effect in accordance with section 116(10)(c), any debenture issued on or after
16th March 1993 which is not a security (as defined in section 132) but—

(a) is issued in circumstances such that it would fall by virtue of section 251(6)
to be treated for the purposes of section 251 as such a security; and

(b) would be a corporate bond if it were a security as so defined.]

[F112(6B) An excluded indexed security issued on or after 6th April 1996 is not a corporate bond
for the purposes of this section; and an excluded indexed security issued before that
date shall be taken to be such a bond for the purposes of this section only if—

(a) it would be so taken apart from this subsection; and
(b) the question whether it should be so taken arises for the purposes of

section 116(10).

(6C) In subsection (6B) above “excluded indexed security” has the same meaning as in
[F113Chapter 8 of Part 4 of ITTOIA 2005 (profits from deeply discounted securities)
(see section 433)].]

[F114(6D) Section 151T provides for arrangements to which section 151N (alternative finance
arrangements: investment bond arrangements) applies also to be a corporate bond for
the purposes of this section.]

(7) Subject to subsections (9) and (10) below, for the purposes of this Act, a corporate
bond—

(a) is a “qualifying” corporate bond if it is issued after 13th March 1984; and
(b) becomes a “qualifying” corporate bond if, having been issued on or before

that date, it is acquired by any person after that date and that acquisition is not
as a result of a disposal which is excluded for the purposes of this subsection,
or which was excluded for the purposes of section 64(4) of the M8Finance Act
1984.

(8) Where a person disposes of a corporate bond which was issued on or before 13th
March 1984 and, before the disposal, the bond had not become a qualifying corporate
bond, the disposal is excluded for the purposes of subsection (7) above if, by virtue
of any enactment—

(a) the disposal is treated for the purposes of this Act as one on which neither a
gain nor a loss accrues to the person making the disposal; or
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(b) the consideration for the disposal is treated for the purposes of this Act as
reduced by an amount equal to the held-over gain on that disposal, as defined
for the purposes of section 165 or 260.

[F115(8A) A corporate bond falling within subsection (2AA) above is a qualifying corporate bond
whatever its date of issue.]

F116(9) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
F116(10) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

(11) For the purposes of this section—
(a) where a security is comprised in a letter of allotment or similar instrument and

the right to the security thereby conferred remains provisional until accepted,
the security shall not be treated as issued until there has been acceptance; and

[F117(b) “permanent interest bearing share” means a share which is a permanent
interest bearing share [F118for the purposes of] the [F119[F120PRA Handbook
made by the Prudential Regulation Authority] under the Financial Services
and Markets Act 2000] as [F121that Handbook] applies in relation to shares
issued on the date that the share is issued,

F122. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ].

(12) The Treasury may by regulations provide that for the definition of the expression
“permanent interest bearing share” in subsection (11) above (as it has effect for
the time being) there shall be substituted a different definition of that expression,
and regulations under this subsection or subsection (5)(b) above may contain such
supplementary, incidental, consequential or transitional provision as the Treasury
thinks fit.

(13) This section shall have effect for the purposes of section 254 with the omission of
subsections (4) to (6), (11) and (12).

Textual Amendments
F104 S. 117(A1) inserted (with effect in accordance with s. 105(1) of the amending Act) by Finance Act

1996 (c. 8), Sch. 14 para. 61(1) (with Sch. 15)
F105 Words in s. 117(A1) repealed (with effect in accordance with Sch. 40 Pt. 3(10) Note 2 of the amending

Act) by Finance Act 2002 (c. 23), Sch. 40 Pt. 3(10)
F106 Words in s. 117(1) substituted (with effect in accordance with s. 1184(1) of the amending Act) by

Corporation Tax Act 2010 (c. 4), s. 1184(1), Sch. 1 para. 231 (with Sch. 2)
F107 S. 117(2AA) inserted (with effect in accordance with s. 105(1) of the amending Act) by Finance Act

1996 (c. 8), Sch. 14 para. 61(2) (with Sch. 15)
F108 Words in s. 117(2AA) substituted (with effect in accordance with s. 883(1) of the amending Act) by

Income Tax (Trading and Other Income) Act 2005 (c. 5), s. 883(1), Sch. 1 para. 433(2) (with Sch. 2)
F109 S. 117(2A) repealed (with effect in accordance with s. 105(1) of the amending Act) by Finance Act

1996 (c. 8), Sch. 41 Pt. V(3) (with Sch. 15)
F110 S. 117(3) repealed (with effect in accordance with s. 105(1) of the amending Act) by Finance Act 1996

(c. 8), Sch. 41 Pt. V(3) (with Sch. 15)
F111 S. 117(6A) inserted (27.7.1993 with effect as mentioned in s. 84(3)) by 1993 c. 34, s. 84(1)(3)
F112 S. 117(6B)(6C) inserted (with effect in accordance with s. 105(1) of the amending Act) by Finance Act

1996 (c. 8), Sch. 14 para. 61(3) (with Sch. 15)
F113 Words in s. 117(6C) substituted (with effect in accordance with s. 883(1) of the amending Act) by

Income Tax (Trading and Other Income) Act 2005 (c. 5), s. 883(1), Sch. 1 para. 433(3) (with Sch. 2)
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F114 S. 117(6D) substituted (with effect in accordance with s. 381(1) of the amending Act) by Taxation
(International and Other Provisions) Act 2010 (c. 8), s. 381(1), Sch. 8 para. 200 (with Sch. 9 paras.
1-9, 22)

F115 S. 117(8A) inserted (with effect in accordance with s. 105(1) of the amending Act) by Finance Act
1996 (c. 8), Sch. 14 para. 61(4) (with Sch. 15)

F116 S. 117(9)(10) repealed (with effect in accordance with s. 105(1) of the amending Act) by Finance Act
1996 (c. 8), Sch. 41 Pt. V(3) (with Sch. 15)

F117 Words in s. 117(11) substituted (with effect in accordance with art. 63(2) of the amending S.I.) by
The Financial Services and Markets Act 2000 (Consequential Amendments) (Taxes) Order 2001 (S.I.
2001/3629), arts. 1(2)(a), 63(1)

F118 Words in s. 117(11)(b) substituted (1.1.2007) by The Capital Gains Tax (Definition of Permanent
Interest Bearing Share) Regulations 2006 (S.I. 2006/3291), regs. 1, 2(1)(a)

F119 Words in s. 117(11)(b) substituted (1.1.2007) by The Capital Gains Tax (Definition of Permanent
Interest Bearing Share) Regulations 2006 (S.I. 2006/3291), regs. 1, 2(1)(b)

F120 Words in s. 117(11)(b) substituted (1.4.2013) by The Financial Services Act 2012 (Consequential
Amendments) Order 2013 (S.I. 2013/636), art. 1(2), Sch. para. 2(a)

F121 Words in s. 117(11)(b) substituted (1.4.2013) by The Financial Services Act 2012 (Consequential
Amendments) Order 2013 (S.I. 2013/636), art. 1(2), Sch. para. 2(b)

F122 Words in s. 117(11) repealed (1.1.2007) by The Capital Gains Tax (Definition of Permanent Interest
Bearing Share) Regulations 2006 (S.I. 2006/3291), regs. 1, 2(2)

Modifications etc. (not altering text)
C29 S. 117 applied by 1993 c. 34, s. 153(11A) (as inserted (retrospective to 27.7.1993) by Finance Act

1995 (c. 4), Sch. 24 paras. 1, 4(4))
S. 117 modified by 1993 c. 34, Sch. 17 para. 5 (as substituted (retrospective to 27.7.1993) by Finance
Act 1995 (c. 4), Sch. 24 paras. 1, 6)

C30 S. 117 excluded (with effect in accordance with reg. 1(2) of the amending S.I.) by The Building
Societies (Core Capital Deferred Shares) Regulations 2013 (S.I. 2013/460), regs. 1(1), 3(2)(b)

C31 S. 117(1)(a) modified (with effect in accordance with reg. 1(2)(3) of the amending S.I.) by The
Taxation of Regulatory Capital Securities Regulations 2013 (S.I. 2013/3209), regs. 1(1), 4 (with reg. 8)

C32 S. 117(2AA) modified (27.7.1999) by Finance Act 1999 (c. 16), s. 65(11)

Marginal Citations
M8 1984 c. 43.

F123117AAssets that are not qualifying corporate bonds for corporation tax purposes.

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Textual Amendments
F123 Ss. 117A, 117B repealed (with effect in accordance with Sch. 40 Pt. 3(10) Note 2 of the amending Act)

by Finance Act 2002 (c. 23), Sch. 40 Pt. 3(10)

F123117BHoldings in unit trusts and offshore funds excluded from treatment as qualifying
corporate bonds.

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
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Textual Amendments
F123 Ss. 117A, 117B repealed (with effect in accordance with Sch. 40 Pt. 3(10) Note 2 of the amending Act)

by Finance Act 2002 (c. 23), Sch. 40 Pt. 3(10)

Deep discount securities, the accrued income scheme etc.

F124118 Amount to be treated as consideration on disposal of deep discount securities etc.

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Textual Amendments
F124 S. 118 repealed (with effect in accordance with s. 105(1) of the amending Act) by Finance Act 1996

(c. 8), Sch. 41 Pt. V(3) (with Sch. 15)

119 Transfers of securities subject to the accrued income scheme.

[F125(1) Where there is a transfer of securities within the meaning of Chapter 2 of Part 12 of
ITA 2007 (accrued income profits)—

(a) if a payment is treated as made to the transferor under section 632 of that
Act or by the transferor under section 633 of that Act, section 37 shall be
disregarded in computing the gain accruing on the disposal concerned;

(b) if a payment is treated as made by the transferee under section 632 of that
Act or to the transferee under section 633 of that Act, section 39 shall be
disregarded in computing the gain accruing to the transferee if he disposes of
the securities;

but subsections (2) and (3) below shall apply.

(2) Where the securities are transferred with accrued interest (within the meaning of that
Chapter)—

(a) if a payment is treated as made to the transferor under section 632 of ITA
2007, an amount equal to the amount of that payment shall be excluded from
the consideration mentioned in subsection (8) below;

(b) if a payment is treated as made by the transferee under that section, an
amount equal to the amount of that payment shall be excluded from the sums
mentioned in subsection (9) below.

(3) Where the securities are transferred without accrued interest (within the meaning of
that Chapter)—

(a) if a payment is treated as made by the transferor under section 633 of ITA
2007, an amount equal to the amount of that payment shall be added to the
consideration mentioned in subsection (8) below;

(b) if a payment is treated as made to the transferee under that section, an amount
equal to the amount of that payment shall be added to the sums mentioned in
subsection (9) below.

(3A) Subsections (3B) and (3C) below apply where there is a transfer of variable rate
securities (within the meaning of that Chapter) and—
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(a) the transferor is treated as making accrued income profits under section 630(2)
of ITA 2007, or

(b) a payment is treated as made to the transferor under section 635 of that Act.

(3B) Section 37 shall be disregarded in computing the gain accruing on the disposal
concerned.

(3C) An amount equal to the amount of the profits or payment shall be excluded from the
consideration mentioned in subsection (8) below.

(4) Where there is a transfer of securities with unrealised interest (within the meaning of
Chapter 2 of Part 12 of ITA 2007)—

(a) if section 630 of that Act applies or a payment is treated as made to the
transferor under section 634 of that Act, section 37 shall be disregarded
in computing the gain accruing on the disposal concerned, but the relevant
amount shall be excluded from the consideration mentioned in subsection (8)
below;

(b) if section 681 of that Act applies, section 39 shall be disregarded in computing
the gain accruing on the disposal concerned, but the relevant amount shall be
excluded from the sums mentioned in subsection (9) below.

(5) In subsection (4) above “the relevant amount” means an amount equal to—
(a) if paragraph (b) below does not apply, the amount of the unrealised interest in

question (within the meaning of Chapter 2 of Part 12 of ITA 2007);
(b) if section 660 of that Act applies—

(i) in a case falling within subsection (4)(a) above, the amount taken, by
virtue of section 660 or 661 of that Act (as the case may be), to be
the unrealised interest value for the purposes of section 660(2) or (3)
of that Act;

(ii) in a case falling within subsection (4)(b) above, the amount of income
that is exempt from liability to income tax under section 681 of that
Act.]

(6) In relation to any securities which by virtue of subsection (7) below are treated for the
purposes of this subsection as having been transferred, subsections (2) and (3) above
shall have effect [F126as if for “is treated as made”, in each place where it occurs, there
were substituted “would, if the disposal were a transfer, be treated as made”.]

[F127(7) Where there is a disposal of securities for the purposes of this Act which is not a
transfer (within the meaning of Chapter 2 of Part 12 of ITA 2007) but, if it were such
a transfer, a payment would be treated as made under section 632 or 633 of that Act,
the securities shall be treated—

(a) for the purposes of subsection (6) above, as transferred on the day of the
disposal, and

(b) for the purposes of subsections (2) and (3) above, as transferred with accrued
interest if, had the disposal been a transfer within the meaning of that Chapter,
it would have been a transfer with accrued interest and as transferred without
accrued interest if, had the disposal been such a transfer, it would have been
a transfer without accrued interest.

(7A) In relation to any securities which by virtue of subsection (7B) below are treated for
the purposes of this subsection as having been transferred, subsection (3A) above shall
have effect as if—
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(a) for “is treated as making” there were substituted “ would, if the disposal were
a transfer, be treated as making ”, and

(b) for “is treated as made” there were substituted “ would, if the disposal were
a transfer, be treated as made ”.

(7B) Where there is a disposal of securities for the purposes of this Act which is not a
transfer (within the meaning of Chapter 2 of Part 12 of ITA 2007) but, if it were such
a transfer, the transferor would be treated as making accrued income profits under
section 630(2) of that Act in respect of a transfer of variable rate securities or a payment
would be treated as made under section 635 of that Act—

(a) the securities shall be treated, for the purposes of subsection (7A) above, as
transferred on the day of the disposal, and

(b) the transfer shall be treated, for the purposes of subsection (3A) above, as a
transfer of variable rate securities.]

(8) The consideration is the consideration for the disposal of the securities transferred
which is taken into account in the computation of the gain accruing on the disposal.

(9) The sums are the sums allowable to the transferee as a deduction from the
consideration in the computation of the gain accruing to him if he disposes of the
securities.

(10) Where on a conversion or exchange of securities [F128a payment is treated as made to a
person under section 632 or 635 of ITA 2007, or a person is treated as making accrued
income profits under section 630(2) of that Act in respect of a transfer of variable
rate securities, an amount equal to the amount of the payment or profits] shall, for the
purposes of this Act, be treated as follows—

(a) to the extent that it does not exceed the amount of any consideration which
the person receives (or is deemed to receive) or becomes entitled to receive
on the conversion or exchange (other than his new holding), it shall be treated
as reducing that consideration; and

(b) to the extent that it does exceed that amount, it shall be treated as consideration
which the person gives on the conversion or exchange;

and where on a conversion or exchange of securities [F129a payment is treated as
made by a person under section 633 of that Act an amount equal to the amount of
the payment] shall, for the purposes of the computation of the gain, be treated as
consideration which the person receives on the conversion or exchange.

(11) In subsection (10) above “conversion” means conversion within the meaning of
section 132 and “exchange” means an exchange which by virtue of Chapter II of this
Part does not involve a disposal.

Textual Amendments
F125 S. 119(1)-(5) substituted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para. 308(2)

(with Sch. 2)
F126 Words in s. 119(6) substituted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para.

308(3) (with Sch. 2)
F127 S. 119(7)-(7B) substituted for s. 119(7) (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1

para. 308(4) (with Sch. 2)
F128 Words in s. 119(10) substituted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para.

308(5) (with Sch. 2)
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F129 Words in s. 119(10) substituted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para.
308(6) (with Sch. 2)

[F130119AIncrease in expenditure by reference to tax charged in relation to employment-
related securities

(1) This section applies to a disposal of an asset consisting of employment-related
securities if the disposal—

(a) is an event giving rise to a relevant income tax charge, or
(b) is the first disposal after an event, other than a disposal, giving rise to a relevant

income tax charge.

(2) Section 38(1)(a) applies as if the relevant amount had formed part of the consideration
given by the person making the disposal for his acquisition of the employment-related
securities.

(3) For the purposes of this section an event gives rise to a relevant income tax charge
if it results in an amount counting as employment income [F131in respect of the
employment-related securities]—

(a) under section 426 of ITEPA 2003 (restricted securities),
(b) under section 438 of ITEPA 2003 by virtue of section 439(3)(a) of that Act

(conversion of convertible securities),
(c) under section 446U of ITEPA 2003 (securities acquired for less than market

value: discharge of notional loan),
[

F132(ca)
under section 447 of ITEPA 2003 (receipt of benefit) in a case where
the benefit is an increase in the market value of the employment-related
securities,]

(d) under section 476 of ITEPA 2003 by virtue of section 477(3)(a) of that Act
(acquisition of securities pursuant to employment-related securities option),
[F133or—

(e) under subsection (3) of section 21 of the Finance Act 2005 (transitional charge
in relation to shares in spin-out companies) by virtue of subsection (4)(b) of
that section (election by employee).]

F134. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

(4) For the purposes of this section “the relevant amount” is the aggregate of the amounts
counting as employment income as mentioned in subsection (3) above by reason of
events occurring—

(a) not later than the disposal, and
(b) where this section has applied to an earlier disposal of the employment-related

securities, after the last disposal to which this section applied.

[F135(5) In determining for the purposes of subsection (4) the amount counting as employment
income—

(a) in the case of an amount counting as employment income under section 476
of ITEPA 2003 any amounts deducted under section 480(5)(a)[F136, (b) or (d)]
of that Act shall be added back, and

(b) no account shall be taken of any relief under section 428A, 442A, 481 or 482
of that Act (relief for secondary Class 1 contributions or special contribution
met by employee).]
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[
F137(5A)

See also section 119B ([F138unchargeable, and unremitted chargeable, foreign
securities income]) [F139and section 119C (unremitted Part 7A income)].]

(6) Where securities or interests in securities cease to be employment-related securities—
(a) by reason of subsection (6) of section 421B of ITEPA 2003 in circumstances

in which, immediately before the employee’s death, the employment-related
securities are held otherwise than by the employee, or

(b) by reason of subsection (7) of that section,
they are to be regarded for the purposes of this section as remaining employment-
related securities until the next occasion on which they are disposed of.

(7) In this section—
“employment-related securities”, and
“employee”, in relation to employment-related securities,

have the same meaning as in Chapters 1 to 4 of Part 7 of ITEPA 2003.
F140(8) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ]

Textual Amendments
F130 S. 119A inserted (with effect in accordance with Sch. 22 para. 50(2) of the amending Act) by Finance

Act 2003 (c. 14), Sch. 22 para. 50(1)
F131 Words in s. 119A(3) inserted (with effect in accordance with s. 22(4) of the amending Act) by Finance

Act 2005 (c. 7), s. 22(2)(a)
F132 S. 119A(3)(ca) substituted for word following s. 119A(3)(c) (with effect in accordance with s. 22(4) of

the amending Act) by Finance Act 2005 (c. 7), s. 22(2)(b)
F133 S. 119A(3)(e) and preceding word inserted (with effect in accordance with s. 22(4) of the amending

Act) by Finance Act 2005 (c. 7), s. 22(2)(c)
F134 Words in s. 119A(3) repealed (with effect in accordance with s. 22(4) of the amending Act) by Finance

Act 2005 (c. 7), s. 22(2)(d), Sch. 11 Pt. 2(2)
F135 S. 119A(5) substituted (1.9.2004) by Finance Act 2004 (c. 12), s. 85(2), Sch. 16 para. 6(2) (with Sch.

16 para. 6(4)); S.I. 2004/1945, art. 2
F136 Words in s. 119A(5)(a) substituted (with effect in accordance with Sch . 2 paras. 52-59 of the

amending Act) by Finance Act 2011 (c. 11), Sch. 2 para. 49(2)(a)
F137 S. 119A(5A) inserted (with effect in accordance with Sch. 7 para. 81 of the amending Act) by Finance

Act 2008 (c. 9), Sch. 7 para. 63
F138 Words in s. 119A(5A) substituted (with effect in accordance with Sch. 9 para. 48 of the amending Act)

by Finance Act 2014 (c. 26), Sch. 9 paras. 23, 47
F139 Words in s. 119A(5A) inserted (with effect in accordance with Sch . 2 paras. 52-59 of the amending

Act) by Finance Act 2011 (c. 11), Sch. 2 para. 49(2)(b)
F140 S. 119A(8) repealed (1.9.2004) by Finance Act 2004 (c. 12), s. 85(2), Sch. 16 para. 6(3), Sch. 42 Pt.

2(10) (with Sch. 16 para. 6(4)); S.I. 2004/1945, art. 2

[F141119BSection 119A: [F142unchargeable, and unremitted chargeable, foreign securities
income]

(1) For the purposes of section 119A reduce the amount that counts as employment income
by so much of that amount (if any) as is[F143—

(a) unchargeable foreign securities income, or
(b) unremitted chargeable foreign securities income.]
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[
F144(1A)

In this section “unchargeable foreign securities income” means unchargeable foreign
securities income for the purposes of section 41F of ITEPA 2003 (taxable specific
income: internationally mobile employees etc) (see sections 41H to 41L of that Act).]

(2) In this section “unremitted [F145chargeable] foreign securities income” means income
that—

[F146(a) is chargeable foreign securities income for the purposes of section 41F of
ITEPA 2003, and]

(b) has not been remitted to the United Kingdom by the end of the tax year in
which the disposal mentioned in section 119A(1) occurs.

(3) The following provisions apply if any of the unremitted [F147chargeable] foreign
securities income is remitted to the United Kingdom after the end of the tax year
referred to in subsection (2)(b).

(4) The person liable for the capital gains tax on any chargeable gains arising on the
disposal may make a claim for section 119A(2) to have effect as if the remitted income
had been remitted before the end of that tax year.

(5) All adjustments (by way of repayment of tax, assessment or otherwise) are to be made
which are necessary to give effect to a claim under subsection (4).

(6) Those adjustments may be made at any time, despite anything to the contrary in any
enactment relating to capital gains tax.]

Textual Amendments
F141 S. 119B inserted (with effect in accordance with Sch. 7 para. 80 of the amending Act) by Finance Act

2008 (c. 9), Sch. 7 para. 64
F142 Words in s. 119B heading substituted (with effect in accordance with Sch. 9 para. 48 of the amending

Act) by Finance Act 2014 (c. 26), Sch. 9 paras. 24(2), 47
F143 Words in s. 119B(1) substituted (with effect in accordance with Sch. 9 para. 48 of the amending Act)

by Finance Act 2014 (c. 26), Sch. 9 paras. 24(3), 47
F144 S. 119B(1A) inserted (with effect in accordance with Sch. 9 para. 48 of the amending Act) by Finance

Act 2014 (c. 26), Sch. 9 paras. 24(4), 47
F145 Word in s. 119B(2) inserted (with effect in accordance with Sch. 9 para. 48 of the amending Act) by

Finance Act 2014 (c. 26), Sch. 9 paras. 24(5)(a), 47
F146 S. 119B(2)(a) substituted (with effect in accordance with Sch. 9 para. 48 of the amending Act) by

Finance Act 2014 (c. 26), Sch. 9 paras. 24(5)(b), 47
F147 Word in s. 119B(3) inserted (with effect in accordance with Sch. 9 para. 48 of the amending Act) by

Finance Act 2014 (c. 26), Sch. 9 paras. 24(6), 47

[F148119CSection 119A: unremitted Part 7A income

(1) This section applies for the purposes of section 119A if an amount deducted under
section 480(5)(d) of ITEPA 2003, which (apart from this section) would by virtue of
section 119A(5)(a) be added back to an amount counting as employment income, is
or includes unremitted Part 7A income.

(2) So much of the amount deducted as is unremitted Part 7A income is not to be added
back.
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(3) In this section “unremitted Part 7A income” means an amount counting as employment
income under Chapter 2 of Part 7A of ITEPA 2003—

(a) to which section 554Z9(2) or 554Z10(2) of that Act applies, and
(b) which has not been remitted to the United Kingdom by the end of the tax year

in which the disposal mentioned in section 119A(1) occurs.

(4) Section 119B(4) to (6) applies if any of the unremitted Part 7A income is remitted to
the United Kingdom after the end of the tax year referred to in subsection (3)(b).]

Textual Amendments
F148 S. 119C inserted (with effect in accordance with Sch . 2 paras. 52-59 of the amending Act) by Finance

Act 2011 (c. 11), Sch. 2 para. 49(3)

120 Increase in expenditure by reference to tax charged in relation to shares etc.

[F149(1) Subsection (1A) applies where—
(a) a person (“the employee”) has acquired shares or an interest in shares as

mentioned in section 447(1) of ITEPA 2003, and
(b) an amount counts as employment income of the employee under Chapter 4 of

Part 7 of that Act in respect of the shares.

(1A) On the first disposal of the shares after the acquisition occurs, the employment income
amount shall be treated for the purposes of section 38(1)(a) as consideration given by
the person making the disposal for the acquisition of the shares.

(1B) For the purposes of subsections (1) and (1A)—
(a) the “employment income amount” means the amount counting as employment

income of the employee under that Chapter in respect of the shares, and
(b) it is immaterial whether the disposal of the shares mentioned in

subsection (1A) is made by the employee or another person.]

(2) Section 38(1)(a) applies as if the relevant amount as defined in the following
provisions of this section in the cases there specified had formed part of the
consideration given by the person making the disposal for his acquisition of the assets
in question.

(3) Where an amount [F150is treated as earnings under section 195(2) of ITEPA 2003] in
respect of shares or an interest in shares, then—

(a) on a disposal of the shares or interest, where that is the event giving rise to
the charge; or

(b) in any case, on the first disposal of the shares or interest after the event,
the relevant amount is a sum equal to the amount [F151so treated as earnings].

(4) If a gain [F152counting as employment income under section 476 or 477 of ITEPA
2003] is realised by the exercise of a right to acquire shares, the relevant amount is a
sum equal to the amount of the gain [F153so counting as employment income].

(5) Where an amount is chargeable to tax under section 138 of the Taxes Act on a person
acquiring any shares or interest in shares, then on the first disposal (whether by him or
another person) of the shares after his acquisition, the relevant amount is an amount
equal to the amount so chargeable.

http://www.legislation.gov.uk/id/ukpga/2011/11
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[F154(5A) Where an amount [F155counts as employment income under Chapter 2 of Part 7 of
ITEPA 2003] in respect of—

(a) the acquisition or disposal of any interest in shares, or
(b) any interest in shares ceasing to be only conditional,

the relevant amount is a sum equal to the amount [F156so counting as employment
income].

(5B) Where an amount [F157counts as employment income under Chapter 3 of Part 7 of
ITEPA 2003] in respect of the conversion of shares, the relevant amount is a sum equal
to the amount [F158so counting as employment income].]

F159(6) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

[F160(7) Each of the provisions of this section mentioned in the first column of the following
table is to be construed as if it were contained in the Chapter of ITEPA 2003 specified
in the corresponding entry in the second column—

Provision of this section Chapter of ITEPA 2003
subsections (1), (1A) and (1B) Chapter 4 of Part 7
subsection (3) Chapter 8 of Part 3
subsection (4) Chapter 5 of Part 7
subsection (5A) Chapter 2 of Part 7
subsection (5B) Chapter 3 of Part 7;

and subsection (5) of this section is to be construed as one with section 138 of the
Taxes Act.]

[F161(7A) In relation to events that gave rise to amounts chargeable to income tax before 6th
April 2003, this section is to be read as if any reference to an amount mentioned in
the first column of the following table included a reference to an amount mentioned
in the corresponding entry in the second column—

Amount mentioned in this section Amount chargeable before 6th April
2003

an amount counting as employment
income under Chapter 4 of Part 7 of
ITEPA 2003

an amount chargeable to tax under
Chapter 2 of Part 3 of the Finance Act
1988

an amount treated as earnings under
section 195(2) of ITEPA 2003

an amount chargeable to tax under
section 162(5) of the Taxes Act

an amount counting as employment
income under section 476 or 477 of
ITEPA 2003

an amount chargeable to tax under
section 135(1) or (6) of the Taxes Act

an amount which counts as employment
income under Chapter 2 of Part 7 of
ITEPA 2003

an amount chargeable to tax under
section 140A of the Taxes Act
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an amount which counts as employment
income under Chapter 3 of Part 7 of
ITEPA 2003

an amount chargeable to tax under
section 140D of the Taxes Act.]

[F162(8) For the purposes of subsection (5A) above this section shall have effect as if references
in this section to shares included anything referred to as shares in [F163Chapter 2 of
Part 7 of ITEPA 2003].]

[F164(9) References in this section to ITEPA 2003 are to that Act as originally enacted.]

Textual Amendments
F149 S. 120(1)-(1B) substituted for s. 120(1) (with effect in accordance with s. 723(1)(a)(b) of the amending

Act) by Income Tax (Earnings and Pensions) Act 2003 (c. 1), s. 723, Sch. 6 para. 210(2) (with Sch. 7)
F150 Words in s. 120(3) substituted (with effect in accordance with s. 723(1)(a)(b) of the amending Act) by

Income Tax (Earnings and Pensions) Act 2003 (c. 1), s. 723, Sch. 6 para. 210(3)(a) (with Sch. 7)
F151 Words in s. 120(3) substituted (with effect in accordance with s. 723(1)(a)(b) of the amending Act) by

Income Tax (Earnings and Pensions) Act 2003 (c. 1), s. 723, Sch. 6 para. 210(3)(b) (with Sch. 7)
F152 Words in s. 120(4) substituted (with effect in accordance with s. 723(1)(a)(b) of the amending Act) by

Income Tax (Earnings and Pensions) Act 2003 (c. 1), s. 723, Sch. 6 para. 210(4)(a) (with Sch. 7)
F153 Words in s. 120(4) substituted (with effect in accordance with s. 723(1)(a)(b) of the amending Act) by

Income Tax (Earnings and Pensions) Act 2003 (c. 1), s. 723, Sch. 6 para. 210(4)(b) (with Sch. 7)
F154 S. 120(5A)(5B) inserted (with effect in accordance with s. 54(6) of the amending Act) by Finance Act

1998 (c. 36), s. 54(2)
F155 Words in s. 120(5A) substituted (with effect in accordance with s. 723(1)(a)(b) of the amending Act)

by Income Tax (Earnings and Pensions) Act 2003 (c. 1), s. 723, Sch. 6 para. 210(5)(a) (with Sch. 7)
F156 Words in s. 120(5A) substituted (with effect in accordance with s. 723(1)(a)(b) of the amending Act)

by Income Tax (Earnings and Pensions) Act 2003 (c. 1), s. 723, Sch. 6 para. 210(5)(b) (with Sch. 7)
F157 Words in s. 120(5B) substituted (with effect in accordance with s. 723(1)(a)(b) of the amending Act)

by Income Tax (Earnings and Pensions) Act 2003 (c. 1), s. 723, Sch. 6 para. 210(6)(a) (with Sch. 7)
F158 Words in s. 120(5B) substituted (with effect in accordance with s. 723(1)(a)(b) of the amending Act)

by Income Tax (Earnings and Pensions) Act 2003 (c. 1), s. 723, Sch. 6 para. 210(6)(b) (with Sch. 7)
F159 S. 120(6) repealed (with effect in accordance with s. 723(1)(a)(b) of the amending Act) by Income Tax

(Earnings and Pensions) Act 2003 (c. 1), s. 723, Sch. 6 para. 210(7), Sch. 8 Pt. 1 (with Sch. 7)
F160 S. 120(7) substituted (with effect in accordance with s. 723(1)(a)(b) of the amending Act) by Income

Tax (Earnings and Pensions) Act 2003 (c. 1), s. 723, Sch. 6 para. 210(8) (with Sch. 7)
F161 S. 120(7A) inserted (with effect in accordance with s. 723(1)(a)(b) of the amending Act) by Income

Tax (Earnings and Pensions) Act 2003 (c. 1), s. 723, Sch. 6 para. 210(9) (with Sch. 7)
F162 S. 120(8) inserted (with effect in accordance with s. 54(6) of the amending Act) by Finance Act 1998

(c. 36), s. 54(4)
F163 Words in s. 120(8) substituted (with effect in accordance with s. 723(1)(a)(b) of the amending Act) by

Income Tax (Earnings and Pensions) Act 2003 (c. 1), s. 723, Sch. 6 para. 210(10) (with Sch. 7)
F164 S. 120(9) inserted (10.7.2003) by Finance Act 2003 (c. 14), Sch. 22 para. 51

Savings certificates etc.

121 Exemption for government non-marketable securities.

(1) Savings certificates and non-marketable securities issued under the M9National Loans
Act 1968 or the M10National Loans Act 1939, or any corresponding enactment forming
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part of the law of Northern Ireland, shall not be chargeable assets, and accordingly no
chargeable gain shall accrue on their disposal.

(2) In this section—
(a) “savings certificates” means savings certificates issued under section 12 of the

M11National Loans Act 1968, or section 7 of the M12National Debt Act 1958,
or section 59 of the M13Finance Act 1920, and any war savings certificates as
defined in section 9(3) of the M14National Debt Act 1972, together with any
savings certificates issued under any enactment forming part of the law of
Northern Ireland and corresponding to the said enactments, and

(b) “non-marketable securities” means securities which are not transferable, or
which are transferable only with the consent of some Minister of the Crown,
or the consent of a department of the Government of Northern Ireland, or only
with the consent of the National Debt Commissioners.

Marginal Citations
M9 1968 c. 13.
M10 1939 c. 117.
M11 1968 c. 13.
M12 1958 (7 Eliz. 2) c.6.
M13 1920 c.18.
M14 1972 c. 65.

Capital distribution in respect of shares etc.

122 Distribution which is not a new holding within Chapter II.

(1) Where a person receives or becomes entitled to receive in respect of shares in a
company any capital distribution from the company (other than a new holding as
defined in section 126) he shall be treated as if he had in consideration of that capital
distribution disposed of an interest in the shares.

[F165(1A) Subsection (1) is subject to the provisions of section 140A(1D) and section 140E(7).]

(2) If F166... the amount distributed is small, as compared with the value of the shares in
respect of which it is distributed, F166...—

(a) the occasion of the capital distribution shall not be treated for the purposes of
this Act as a disposal of the asset, and

(b) the amount distributed shall be deducted from any expenditure allowable
under this Act as a deduction in computing a gain or loss on the disposal of the
shares by the person receiving or becoming entitled to receive the distribution
of capital.

F167(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

(4) Where the allowable expenditure is less than the amount distributed (or is nil)—
(a) [F168subsection (2)] above shall not apply, and
(b) if the recipient so elects (and there is any allowable expenditure)—

(i) the amount distributed shall be reduced by the amount of the
allowable expenditure, and
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(ii) none of that expenditure shall be allowable as a deduction in
computing a gain accruing on the occasion of the capital distribution,
or on any subsequent occasion.

In this subsection “allowable expenditure” means the expenditure which immediately
before the occasion of the capital distribution was attributable to the shares under
paragraphs (a) and (b) of section 38(1).

(5) In this section—
(a) the “amount distributed” means the amount or value of the capital distribution,
(b) “capital distribution” means any distribution from a company, including a

distribution in the course of dissolving or winding up the company, in money
or money’s worth except a distribution which in the hands of the recipient
constitutes income for the purposes of income tax.

[F169(5A) The reference in subsection (5)(b) to a distribution in the course of dissolving a
company includes a reference to a distribution to which section 1030A(3) of CTA
2010 (distributions prior to dissolution of company) applies.]

[F170(6) The reference in subsection (5)(b) to a distribution which in the hands of the recipient
constitutes income for the purposes of income tax includes, where the recipient is
a company, a distribution to which the charge to corporation tax on income under
Part 9A of CTA 2009 (company distributions) would apply were the distribution not
exempt for the purposes of that Part.]

Textual Amendments
F165 S. 122(1A) inserted (with effect in accordance with reg. 3(2) of the amending S.I.) by The Corporation

Tax (Implementation of the Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg. 1(2), Sch. 2
para. 4 (with S.I. 2008/1579, reg. 4(1))

F166 Words in s. 122(2) repealed (with effect in accordance with s. 134(2) of the amending Act) by Finance
Act 1996 (c. 8), Sch. 20 para. 52(1), Sch. 41 Pt. V(10)

F167 S. 122(3) repealed (with effect in accordance with s. 134(2) of the amending Act) by Finance Act 1996
(c. 8), Sch. 20 para. 52(2), Sch. 41 Pt. V(10)

F168 Words in s. 122(4)(a) substituted (with effect in accordance with s. 134(2) of the amending Act) by
Finance Act 1996 (c. 8), Sch. 20 para. 52(3)

F169 S. 122(5A) inserted (with effect in accordance with art. 18 of the amending S.I.) by The Enactment of
Extra-Statutory Concessions Order 2012 (S.I. 2012/266), arts. 1, 17

F170 S. 122(6) inserted (with effect in accordance with Sch. 3 paras. 5, 7 of the amending Act) by Finance
(No. 3) Act 2010 (c. 33), Sch. 3 para. 4(3) (with Sch. 3 para. 6(4))

Modifications etc. (not altering text)
C33 S. 122 modified (27.7.1992) by 1993 c. 37, s. 12, Sch. 2 Pt. I para. 16(2)(b)
C34 S. 122 excluded by Finance Act 1996 (c. 8), Sch. 9 para. 12D(5) (as inserted (with effect in accordance

with reg. 3(1) of the amending S.I.) by S.I. 2007/3186, reg. 1(2), Sch. 1 para 16 (with S.I. 2008/1579,
reg. 4(1)))

C35 S. 122 excluded by Finance Act 1996 (c. 8), Sch. 9 para. 12B(5) (as substituted (with effect in
accordance with reg. 3(2) of the amending S.I.) by The Corporation Tax (Implementation of the
Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg. 1(2), Sch. 2 para. 8 (with S.I. 2008/1579,
reg. 4(1)))

C36 S. 122 excluded by Finance Act 2002 (c. 23), Sch. 26 para. 30D(5) (as inserted (with effect in
accordance with reg. 3(1) of the amending S.I.) by The Corporation Tax (Implementation of the
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Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg. 1(2), Sch. 1 para. 19 (with S.I. 2008/1579,
reg. 4(1)))

C37 S. 122 excluded by Finance Act 2002 (c. 23), Sch. 26 para. 30B(5) (as substituted (with effect in
accordance with reg. 3(2) of the amending S.I.) by The Corporation Tax (Implementation of the
Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg. 1(2), Sch. 2 para. 10 (with S.I. 2008/1579,
reg. 4(1)))

C38 S. 122 excluded by Finance Act 2002 (c. 23), Sch. 29 para. 85A(6) (as substituted (with effect in
accordance with reg. 3(2) of the amending S.I.) by The Corporation Tax (Implementation of the
Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg. 1(2), Sch. 2 para. 11 (with S.I. 2008/1579,
reg. 4(1)))

123 Disposal of right to acquire shares or debentures.

(1) Where a person receives or becomes entitled to receive in respect of any shares in a
company a provisional allotment of shares in or debentures of the company and he
disposes of his rights, section 122 shall apply as if the amount of the consideration for
the disposal were a capital distribution received by him from the company in respect
of the first-mentioned shares, and as if that person had, instead of disposing of the
rights, disposed of an interest in those shares.

(2) This section shall apply in relation to rights obtained in respect of debentures of a
company as it applies in relation to rights obtained in respect of shares in a company.

Close companies

124 Disposal of shares: relief in respect of income tax consequent on shortfall in
distributions.

(1) If in pursuance of section 426 of the Taxes Act (consequences for income tax of
apportionment of income etc. of close company) a person is assessed to income tax,
then, in the computation of the gain accruing on a disposal by him of any shares
forming part of his interest in the company to which the relevant apportionment relates,
the amount of the income tax paid by him, so far as attributable to those shares, shall
be allowable as a deduction.

(2) Subsection (1) above shall not apply in relation to tax charged in respect of
undistributed income which has, before the disposal, been subsequently distributed
and is then exempt from tax by virtue of section 427(4) of the Taxes Act or in relation
to tax treated as having been paid by virtue of section 426(2)(b) of that Act.

(3) For the purposes of this section the income assessed to tax shall be the highest part
of the individual’s income for the year of assessment in question, but so that if the
highest part of the said income is taken into account under this section in relation to
an assessment to tax the next highest part shall be taken into account in relation to any
other relevant assessment, and so on.

(4) For the purpose of identifying shares forming part of an interest in a company with
shares subsequently disposed of which are of the same class, shares bought at an earlier
time shall be deemed to have been disposed of before shares bought at a later time.
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125 Shares in close company transferring assets at an undervalue.

(1) If a company which is a close company transfers, or has after 31st March 1982
transferred, an asset to any person otherwise than by way of a bargain made at arm’s
length and for a consideration of an amount or value less than the market value of the
asset, an amount equal to the difference shall be apportioned among the issued shares
of the company, and the holders of those shares shall be treated in accordance with
the following provisions of this section.

(2) For the purposes of the computation of the gain accruing on the disposal of any of
those shares by the person owning them on the date of transfer, an amount equal to the
amount so apportioned to that share shall be excluded from the expenditure allowable
as a deduction under section 38(1)(a) from the consideration for the disposal.

(3) If the person owning any of the shares at the date of transfer is itself a close company an
amount equal to the amount apportioned to the shares so owned under subsection (1)
above to that close company shall be apportioned among the issued shares of that
close company, and the holders of those shares shall be treated in accordance with
subsection (2) above, and so on through any number of close companies.

[F171(4) This section does not apply in the following cases.
Case 1

Case 1 is where the transfer of the asset is a disposal to which section 171(1)
applies (transfers within a group: general provisions).
Case 2

Case 2 is where the transferee is a participator, or an associate of a participator,
in the company and an amount equal to the undervalue amount is treated as—

(a) a distribution within section 209(2)(b) or (4) of the Taxes Act (meaning
of “distribution”), or

(b) a capital distribution within section 122 of this Act (distribution which
is not a new holding within Chapter 2).

Case 3

Case 3 is where the transferee is an employee of the company and—
(a) an amount equal to the undervalue amount is treated as the employee’s

employment income, and
(b) no part of that amount is treated as exempt income.]

(5) In relation to a disposal to which section 35(2) does not apply, subsection (1) above
shall have effect with the substitution of “ 6th April 1965 ” for “31st March 1982".

[F172(6) In this section—
“associate” has the meaning given by [F173section 448 of CTA 2010];
“employee” has the meaning given by section 4 of ITEPA 2003 (as read

with section 5(2) of that Act);
“employment income” has the meaning given by section 7(2) of ITEPA

2003;
“exempt income” has the meaning given by section 8 of ITEPA 2003;
“participator” has the meaning given by [F174section 454 of CTA 2010];
“undervalue amount” means the amount by which the amount or value of

the consideration for the transfer is less than the market value of the asset
transferred.]
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Textual Amendments
F171 S. 125(4) substituted (with effect in accordance with art. 5(4) of the amending S.I.) by The Enactment

of Extra-Statutory Concessions Order 2009 (S.I. 2009/730), arts. 1(1), 5(2)
F172 S. 125(6) inserted (with effect in accordance with art. 5(4) of the amending S.I.) by The Enactment of

Extra-Statutory Concessions Order 2009 (S.I. 2009/730), arts. 1(1), 5(3)
F173 Words in s. 125(6) substituted (with effect in accordance with s. 1184(1) of the amending Act) by

Corporation Tax Act 2010 (c. 4), s. 1184(1), Sch. 1 para. 232(a) (with Sch. 2)
F174 Words in s. 125(6) substituted (with effect in accordance with s. 1184(1) of the amending Act) by

Corporation Tax Act 2010 (c. 4), s. 1184(1), Sch. 1 para. 232(b) (with Sch. 2)

[F175Share loss relief

Textual Amendments
F175 S. 125A and cross-heading inserted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para.

309 (with Sch. 2)

125A Effect of share loss relief

(1) If loss relief under F176... Chapter 6 of Part 4 of ITA 2007 [F177or Chapter 5 of Part
4 of CTA 2010] (“share loss relief”) is obtained in respect of a loss or any part of a
loss, no deduction is to be made in respect of the loss or (as the case may be) the part
under this Act.

(2) If a claim is made for share loss relief in respect of a loss accruing on the disposal
of shares, section 30 has effect in relation to the disposal as if for the references in
subsections (1)(b) and (5) to a tax-free benefit there were substituted references to any
benefit whether tax-free or not.

(3) All such adjustments of corporation tax on chargeable gains or capital gains tax are to
be made, whether by way of assessment or by way of discharge or repayment of tax,
as may be required in consequence of—

(a) share loss relief being obtained in respect of an allowable loss, or
(b) such relief not being obtained in respect of the whole or part of such a loss in

respect of which a claim is made.]

Textual Amendments
F176 Words in s. 125A(1) repealed (with effect in accordance with s. 1184(1) of the amending Act) by

Corporation Tax Act 2010 (c. 4), s. 1184(1), Sch. 1 para. 233(a), Sch. 3 Pt. 1 (with Sch. 2)
F177 Words in s. 125A(1) inserted (with effect in accordance with s. 1184(1) of the amending Act) by

Corporation Tax Act 2010 (c. 4), s. 1184(1), Sch. 1 para. 233(b) (with Sch. 2)
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CHAPTER II

REORGANISATION OF SHARE CAPITAL, CONVERSION OF SECURITIES ETC.

Modifications etc. (not altering text)
C39 Pt. IV Ch. II modified (1.1.1999) by The European Single Currency (Taxes) Regulations 1998 (S.I.

1998/3177), regs. 1, 39
C40 Pt. IV Ch. II modified (with effect in accordance with s. 63(4) of the amending Act) by Finance Act

2000 (c. 17), Sch. 15 para. 88

Reorganisation or reduction of share capital

126 Application of sections 127 to 131.

(1) For the purposes of this section and sections 127 to 131 “reorganisation” means
a reorganisation or reduction of a company’s share capital, and in relation to the
reorganisation—

(a) “original shares” means shares held before and concerned in the
reorganisation,

(b) “new holding” means, in relation to any original shares, the shares in and
debentures of the company which as a result of the reorganisation represent
the original shares (including such, if any, of the original shares as remain).

(2) The reference in subsection (1) above to the reorganisation of a company’s share
capital includes—

(a) any case where persons are, whether for payment or not, allotted shares in or
debentures of the company in respect of and in proportion to (or as nearly as
may be in proportion to) their holdings of shares in the company or of any
class of shares in the company, and

(b) any case where there are more than one class of share and the rights attached
to shares of any class are altered.

(3) The reference in subsection (1) above to a reduction of share capital does not include
the paying off of redeemable share capital, and where shares in a company are
redeemed by the company otherwise than by the issue of shares or debentures (with or
without other consideration) and otherwise than in a liquidation, the shareholder shall
be treated as disposing of the shares at the time of the redemption.

127 Equation of original shares and new holding.

Subject to sections 128 to 130, a reorganisation shall not be treated as involving any
disposal of the original shares or any acquisition of the new holding or any part of it,
but the original shares (taken as a single asset) and the new holding (taken as a single
asset) shall be treated as the same asset acquired as the original shares were acquired.

Modifications etc. (not altering text)
C41 Ss. 127-131 excluded (24.7.1996) by Broadcasting Act 1996 (c. 55), s. 149(1), Sch. 7 para. 7(1)(a)

(with Sch. 7 para. 9(1))
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C42 Ss. 127-131 restricted by The Personal Equity Plan Regulations 1989 (S.I. 1989/469), reg. 27(3) (as
substituted (with effect in accordance with reg. 1(3) of the amending S.I.) by S.I. 1998/1869, regs.
1(1), 12)

C43 Ss. 127-131 restricted (6.4.1999) by The Individual Savings Account Regulations 1998 (S.I.
1998/1870), regs. 1, 34(4)

C44 S. 127 applied (with effect in accordance with s. 63(4) of the amending Act) by Finance Act 2000
(c. 17), Sch. 15 para. 80(1)

C45 S. 127 modified (with effect in accordance with s. 63(4) of the amending Act) by Finance Act 2000
(c. 17), Sch. 15 para. 84(2) (with s. 84(1))

C46 Ss. 127-130 excluded (with effect in accordance with s. 63(4) of the amending Act) by Finance Act
2000 (c. 17), Sch. 15 para. 81(1)

C47 Ss. 127-130 excluded (28.7.2000) by Finance Act 2000 (c. 17), Sch. 14 para. 58
C48 S. 127 modified (with effect in accordance with s. 63(4) of the amending Act) by Finance Act 2000

(c. 17), Sch. 15 para. 93(7)
C49 Ss. 127-130 applied by Finance Act 1996 (c. 8), s. 93B(3)(a) (as inserted (with effect in accordance

with Sch. 11 paras. 7, 8 of the amending Act) by Finance Act 2002 (c. 23), s. 77(1) (with s. 77(2)))
C50 Ss. 127-130 excluded (with effect in accordance with s. 723(1)(a)(b) of the amending Act) by Income

Tax (Earnings and Pensions) Act 2003 (c. 1), s. 723, Sch. 2 para. 88 (with Sch. 7)
C51 S. 127 applied (with effect in accordance with s. 723(1)(a)(b) of the amending Act) by Income Tax

(Earnings and Pensions) Act 2003 (c. 1), ss. 462(2), 723 (with Sch. 7)
C52 S. 127 excluded (with effect in accordance with reg. 1(2) of the amending S.I.) by The Authorised

Investment Funds (Tax) Regulations 2006 (S.I. 2006/964), regs. 1(1), 66(1)
C53 S. 127 restricted (with effect in accordance with art. 1(2)(3), Sch. 1 of the affecting S.I.) by The

Offshore Funds (Tax) Regulations 2009 (S.I. 2009/3001), regs. 1(1), 37
C54 Ss. 127-131 applied by The Authorised Investment Funds (Tax) Regulations 2006 (S.I. 2006/964),

regs. 69Z24E(2), 69Z24F(3) (as inserted (1.8.2012) by S.I. 2012/1783, regs. 1, 4)
C55 S. 127 modified by Income Tax Act 2007 (c. 3), s. 257TA(6) (as inserted (17.7.2014) by Finance Act

2014 (c. 26), Sch. 11 para. 1)

128 Consideration given or received by holder.

(1) Subject to subsection (2) below, where, on a reorganisation, a person gives or becomes
liable to give any consideration for his new holding or any part of it, that consideration
shall in relation to any disposal of the new holding or any part of it be treated as having
been given for the original shares, and if the new holding or part of it is disposed of
with a liability attaching to it in respect of that consideration, the consideration given
for the disposal shall be adjusted accordingly.

(2) There shall not be treated as consideration given for the new holding or any part of it—
(a) any surrender, cancellation or other alteration of the original shares or of the

rights attached thereto, or
(b) any consideration consisting of any application, in paying up the new holding

or any part of it, of assets of the company or of any dividend or other
distribution declared out of those assets but not made,

and, in the case of a reorganisation on or after 10th March 1981, any consideration
given for the new holding or any part of it otherwise than by way of a bargain made
at arm’s length shall be disregarded to the extent that its amount or value exceeds
the relevant increase in value; and for this purpose “the relevant increase in value”
means the amount by which the market value of the new holding immediately after
the reorganisation exceeds the market value of the original shares immediately before
the reorganisation.
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(3) Where on a reorganisation a person receives (or is deemed to receive), or becomes
entitled to receive, any consideration, other than the new holding, for the disposal of
an interest in the original shares, and in particular—

(a) where under section 122 he is to be treated as if he had in consideration of a
capital distribution disposed of an interest in the original shares, or

(b) where he receives (or is deemed to receive) consideration from other
shareholders in respect of a surrender of rights derived from the original
shares,

he shall be treated as if the new holding resulted from his having for that consideration
disposed of an interest in the original shares (but without prejudice to the original
shares and the new holding being treated in accordance with section 127 as the same
asset).

(4) Where for the purpose of subsection (3) above it is necessary in computing the gain
or loss accruing on the disposal of the interest in the original shares mentioned in that
subsection to apportion the cost of acquisition of the original shares between what is
disposed of and what is retained, the apportionment shall be made in the like manner
as under section 129.

Modifications etc. (not altering text)
C41 Ss. 127-131 excluded (24.7.1996) by Broadcasting Act 1996 (c. 55), s. 149(1), Sch. 7 para. 7(1)(a)

(with Sch. 7 para. 9(1))
C42 Ss. 127-131 restricted by The Personal Equity Plan Regulations 1989 (S.I. 1989/469), reg. 27(3) (as

substituted (with effect in accordance with reg. 1(3) of the amending S.I.) by S.I. 1998/1869, regs.
1(1), 12)

C43 Ss. 127-131 restricted (6.4.1999) by The Individual Savings Account Regulations 1998 (S.I.
1998/1870), regs. 1, 34(4)

C46 Ss. 127-130 excluded (with effect in accordance with s. 63(4) of the amending Act) by Finance Act
2000 (c. 17), Sch. 15 para. 81(1)

C47 Ss. 127-130 excluded (28.7.2000) by Finance Act 2000 (c. 17), Sch. 14 para. 58
C49 Ss. 127-130 applied by Finance Act 1996 (c. 8), s. 93B(3)(a) (as inserted (with effect in accordance

with Sch. 11 paras. 7, 8 of the amending Act) by Finance Act 2002 (c. 23), s. 77(1) (with s. 77(2)))
C50 Ss. 127-130 excluded (with effect in accordance with s. 723(1)(a)(b) of the amending Act) by Income

Tax (Earnings and Pensions) Act 2003 (c. 1), s. 723, Sch. 2 para. 88 (with Sch. 7)
C54 Ss. 127-131 applied by The Authorised Investment Funds (Tax) Regulations 2006 (S.I. 2006/964),

regs. 69Z24E(2), 69Z24F(3) (as inserted (1.8.2012) by S.I. 2012/1783, regs. 1, 4)
C56 S. 128 applied (with effect in accordance with art. 1(2)(3), Sch. 1 of the affecting S.I.) by The Offshore

Funds (Tax) Regulations 2009 (S.I. 2009/3001), regs. 1(1), 47(2)
C57 S. 128 applied by The Authorised Investment Funds (Tax) Regulations 2006 (S.I. 2006/964), reg. 85Z8

(as inserted (with effect in accordance with reg. 1(2) of the amending S.I.) by S.I. 2010/294, regs. 1(1),
21)

129 Part disposal of new holding.

Subject to section 130(2), where for the purpose of computing the gain or loss accruing
to a person from the acquisition and disposal of any part of the new holding it is
necessary to apportion the cost of acquisition of any of the original shares between
what is disposed of and what is retained, the apportionment shall be made by reference
to market value at the date of the disposal (with such adjustment of the market value of
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any part of the new holding as may be required to offset any liability attaching thereto
but forming part of the cost to be apportioned).

Modifications etc. (not altering text)
C41 Ss. 127-131 excluded (24.7.1996) by Broadcasting Act 1996 (c. 55), s. 149(1), Sch. 7 para. 7(1)(a)

(with Sch. 7 para. 9(1))
C42 Ss. 127-131 restricted by The Personal Equity Plan Regulations 1989 (S.I. 1989/469), reg. 27(3) (as

substituted (with effect in accordance with reg. 1(3) of the amending S.I.) by S.I. 1998/1869, regs.
1(1), 12)

C43 Ss. 127-131 restricted (6.4.1999) by The Individual Savings Account Regulations 1998 (S.I.
1998/1870), regs. 1, 34(4)

C46 Ss. 127-130 excluded (with effect in accordance with s. 63(4) of the amending Act) by Finance Act
2000 (c. 17), Sch. 15 para. 81(1)

C47 Ss. 127-130 excluded (28.7.2000) by Finance Act 2000 (c. 17), Sch. 14 para. 58
C49 Ss. 127-130 applied by Finance Act 1996 (c. 8), s. 93B(3)(a) (as inserted (with effect in accordance

with Sch. 11 paras. 7, 8 of the amending Act) by Finance Act 2002 (c. 23), s. 77(1) (with s. 77(2)))
C50 Ss. 127-130 excluded (with effect in accordance with s. 723(1)(a)(b) of the amending Act) by Income

Tax (Earnings and Pensions) Act 2003 (c. 1), s. 723, Sch. 2 para. 88 (with Sch. 7)
C54 Ss. 127-131 applied by The Authorised Investment Funds (Tax) Regulations 2006 (S.I. 2006/964),

regs. 69Z24E(2), 69Z24F(3) (as inserted (1.8.2012) by S.I. 2012/1783, regs. 1, 4)

130 Composite new holdings.

(1) This section shall apply to a new holding—
(a) if it consists of more than one class of shares in or debentures of the company

and one or more of those classes is of shares or debentures which, at any time
not later than the end of the period of 3 months beginning with the date on
which the reorganisation took effect, or of such longer period as the Board
may by notice allow, [F178were listed] on a recognised stock exchange F179... , or

(b) if it consists of more than one class of rights of unit holders and one or more
of those classes is of rights the prices of which were published daily by the
managers of the scheme at any time not later than the end of that period of 3
months (or longer if so allowed).

(2) Where for the purpose of computing the gain or loss accruing to a person from the
acquisition and disposal of the whole or any part of any class of shares or debentures
or rights of unit holders forming part of a new holding to which this section applies it
is necessary to apportion costs of acquisition between what is disposed of and what is
retained, the cost of acquisition of the new holding shall first be apportioned between
the entire classes of shares or debentures or rights of which it consists by reference
to market value on the first day (whether that day fell before the reorganisation took
effect or later) on which market values or prices were quoted or published for the
shares, debentures or rights as mentioned in subsection (1)(a) or (1)(b) above (with
such adjustment of the market value of any class as may be required to offset any
liability attaching thereto but forming part of the cost to be apportioned).

(3) For the purposes of this section the day on which a reorganisation involving the
allotment of shares or debentures or unit holders’ rights takes effect is the day
following the day on which the right to renounce any allotment expires.
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Textual Amendments
F178 Words in s. 130(1)(a) substituted (19.7.2007) by Finance Act 2007 (c. 11), Sch. 26 para. 8(2)(a)
F179 Words in s. 130(1)(a) repealed (19.7.2007) by Finance Act 2007 (c. 11), Sch. 26 para. 8(2)(b), Sch. 27

Pt. 6(5)

Modifications etc. (not altering text)
C41 Ss. 127-131 excluded (24.7.1996) by Broadcasting Act 1996 (c. 55), s. 149(1), Sch. 7 para. 7(1)(a)

(with Sch. 7 para. 9(1))
C42 Ss. 127-131 restricted by The Personal Equity Plan Regulations 1989 (S.I. 1989/469), reg. 27(3) (as

substituted (with effect in accordance with reg. 1(3) of the amending S.I.) by S.I. 1998/1869, regs.
1(1), 12)

C43 Ss. 127-131 restricted (6.4.1999) by The Individual Savings Account Regulations 1998 (S.I.
1998/1870), regs. 1, 34(4)

C46 Ss. 127-130 excluded (with effect in accordance with s. 63(4) of the amending Act) by Finance Act
2000 (c. 17), Sch. 15 para. 81(1)

C47 Ss. 127-130 excluded (28.7.2000) by Finance Act 2000 (c. 17), Sch. 14 para. 58
C49 Ss. 127-130 applied by Finance Act 1996 (c. 8), s. 93B(3)(a) (as inserted (with effect in accordance

with Sch. 11 paras. 7, 8 of the amending Act) by Finance Act 2002 (c. 23), s. 77(1) (with s. 77(2)))
C50 Ss. 127-130 excluded (with effect in accordance with s. 723(1)(a)(b) of the amending Act) by Income

Tax (Earnings and Pensions) Act 2003 (c. 1), s. 723, Sch. 2 para. 88 (with Sch. 7)
C54 Ss. 127-131 applied by The Authorised Investment Funds (Tax) Regulations 2006 (S.I. 2006/964),

regs. 69Z24E(2), 69Z24F(3) (as inserted (1.8.2012) by S.I. 2012/1783, regs. 1, 4)

131 Indexation allowance.

(1) This section applies where—
(a) by virtue of section 127, on a reorganisation the original shares (taken as a

single asset) and the new holding (taken as a single asset) fall to be treated as
the same asset acquired as the original shares were acquired; and

(b) on the reorganisation, a person gives or becomes liable to give any
consideration for his new holding or any part of it.

(2) Where this section applies, so much of the consideration referred to in subsection (1)
(b) above as, on a disposal to which section 53 applies of the new holding, will,
by virtue of section 128(1), be treated as having been given for the original shares,
shall be treated for the purposes of section 54 as an item of relevant allowable
expenditure incurred not at the time the original shares were acquired but at the
time the person concerned gave or became liable to give the consideration (and,
accordingly, section 54(4) shall not apply in relation to that item of expenditure).

Modifications etc. (not altering text)
C41 Ss. 127-131 excluded (24.7.1996) by Broadcasting Act 1996 (c. 55), s. 149(1), Sch. 7 para. 7(1)(a)

(with Sch. 7 para. 9(1))
C42 Ss. 127-131 restricted by The Personal Equity Plan Regulations 1989 (S.I. 1989/469), reg. 27(3) (as

substituted (with effect in accordance with reg. 1(3) of the amending S.I.) by S.I. 1998/1869, regs.
1(1), 12)

C43 Ss. 127-131 restricted (6.4.1999) by The Individual Savings Account Regulations 1998 (S.I.
1998/1870), regs. 1, 34(4)
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C54 Ss. 127-131 applied by The Authorised Investment Funds (Tax) Regulations 2006 (S.I. 2006/964),
regs. 69Z24E(2), 69Z24F(3) (as inserted (1.8.2012) by S.I. 2012/1783, regs. 1, 4)

Conversion of securities

132 Equation of converted securities and new holding.

(1) Sections 127 to 131 shall apply with any necessary adaptations in relation to the
conversion of securities as they apply in relation to a reorganisation (that is to say, a
reorganisation or reduction of a company’s share capital).

(2) This section has effect subject to sections 133 and 134.

(3) For the purposes of this section and section 133—
(a) “conversion of securities” includes [F180any of the following, whether effected

by a transaction or occurring in consequence of the operation of the terms of
any security or of any debenture which is not a security, that is to say]—

(i) a conversion of securities of a company into shares in the company,
and

[F181(ia) a conversion of a security which is not a qualifying corporate bond
into a security of the same company which is such a bond, and

(ib) a conversion of a qualifying corporate bond into a security which is
a security of the same company but is not such a bond, and]

(ii) a conversion at the option of the holder of the securities converted as
an alternative to the redemption of those securities for cash, and

(iii) any exchange of securities effected in pursuance of any enactment
(including an enactment passed after this Act) which provides for the
compulsory acquisition of any shares or securities and the issue of
securities or other securities instead,

(b) “security” includes any loan stock or similar security whether of the
Government of the United Kingdom or of any other government, or of any
public or local authority in the United Kingdom or elsewhere, or of any
company, and whether secured or unsecured.

[F182(4) In subsection (3)(a)(ia) above the reference to the conversion of a security of a
company into a qualifying corporate bond includes a reference to—

(a) any such conversion of a debenture of that company that is deemed to be a
security for the purposes of section 251 as produces a security of that company
which is a qualifying corporate bond; and

(b) any such conversion of a security of that company, or of a debenture that is
deemed to be a security for those purposes, as produces a debenture of that
company which, when deemed to be a security for those purposes, is such a
bond.

(5) In subsection (3)(a)(ib) above the reference to the conversion of a qualifying corporate
bond into a security of the same company which is not such a bond includes a reference
to any conversion of a qualifying corporate bond which produces a debenture which—

(a) is not a security; and
(b) when deemed to be a security for the purposes of section 251, is not such a

bond.]

http://www.legislation.gov.uk/id/uksi/2006/964
http://www.legislation.gov.uk/id/uksi/2012/1783
http://www.legislation.gov.uk/id/uksi/2012/1783/regulation/1
http://www.legislation.gov.uk/id/uksi/2012/1783/regulation/4


Taxation of Chargeable Gains Act 1992 (c. 12)
Part IV – Shares, securities, options etc.
Chapter II – Reorganisation of share capital, conversion of securities etc.
Document Generated: 2024-06-12

51

Status: Point in time view as at 15/03/2018.
Changes to legislation: Taxation of Chargeable Gains Act 1992, Part IV is up to date with all changes known to

be in force on or before 12 June 2024. There are changes that may be brought into force at a future date. Changes
that have been made appear in the content and are referenced with annotations. (See end of Document for details)

Textual Amendments
F180 Words in s. 132(3)(a) inserted (with effect in accordance with s. 88(6) of the amending Act) by

Finance Act 1997 (c. 16), s. 88(2)(a)
F181 S. 132(3)(ia)(ib) inserted (with effect in accordance with s. 88(6) of the amending Act) by Finance Act

1997 (c. 16), s. 88(2)(b)
F182 S. 132(4)(5) inserted (with effect in accordance with s. 88(6) of the amending Act) by Finance Act

1997 (c. 16), s. 88(3)

Modifications etc. (not altering text)
C58 S. 132 applied (retrospective to 31.12.1995) by Finance Act 1996 (c. 8), s. 203(10)

133 Premiums on conversion of securities.

(1) This section applies where, on a conversion of securities, a person receives, or
becomes entitled to receive, any sum of money (“the premium”) which is by way
of consideration (in addition to his new holding) for the disposal of the converted
securities.

(2) If F183... the premium is small, as compared with the value of the converted securities,
F183...—

(a) receipt of the premium shall not be treated for the purposes of this Act as a
disposal of part of the converted securities, and

(b) the premium shall be deducted from any expenditure allowable under this Act
as a deduction in computing a gain or loss on the disposal of the new holding
by the person receiving or becoming entitled to receive the premium.

F184(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

(4) Where the allowable expenditure is less than the premium (or is nil)—
(a) [F185subsection (2)] above shall not apply, and
(b) if the recipient so elects (and there is any allowable expenditure)—

(i) the amount of the premium shall be reduced by the amount of the
allowable expenditure, and

(ii) none of that expenditure shall be allowable as a deduction in
computing a gain accruing on the occasion of the conversion, or on
any subsequent occasion.

(5) In subsection (4) above “allowable expenditure” means expenditure which
immediately before the conversion was attributable to the converted securities under
paragraphs (a) and (b) of section 38(1).

Textual Amendments
F183 Words in s. 133(2) repealed (with effect in accordance with s. 134(2) of the amending Act) by Finance

Act 1996 (c. 8), Sch. 20 para. 53(1), Sch. 41 Pt. V(10)
F184 S. 133(3) repealed (with effect in accordance with s. 134(2) of the amending Act) by Finance Act 1996

(c. 8), Sch. 20 para. 53(2), Sch. 41 Pt. V(10)
F185 Words in s. 133(4)(a) substituted (with effect in accordance with s. 134(2) of the amending Act) by

Finance Act 1996 (c. 8), Sch. 20 para. 53(3)

http://www.legislation.gov.uk/id/ukpga/1997/16
http://www.legislation.gov.uk/id/ukpga/1997/16/section/88/2/a
http://www.legislation.gov.uk/id/ukpga/1997/16
http://www.legislation.gov.uk/id/ukpga/1997/16
http://www.legislation.gov.uk/id/ukpga/1997/16/section/88/2/b
http://www.legislation.gov.uk/id/ukpga/1997/16
http://www.legislation.gov.uk/id/ukpga/1997/16
http://www.legislation.gov.uk/id/ukpga/1997/16/section/88/3
http://www.legislation.gov.uk/id/ukpga/1996/8
http://www.legislation.gov.uk/id/ukpga/1996/8/section/203/10
http://www.legislation.gov.uk/id/ukpga/1996/8
http://www.legislation.gov.uk/id/ukpga/1996/8
http://www.legislation.gov.uk/id/ukpga/1996/8/schedule/20/paragraph/53/1
http://www.legislation.gov.uk/id/ukpga/1996/8/schedule/41/part/V/10
http://www.legislation.gov.uk/id/ukpga/1996/8
http://www.legislation.gov.uk/id/ukpga/1996/8
http://www.legislation.gov.uk/id/ukpga/1996/8/schedule/20/paragraph/53/2
http://www.legislation.gov.uk/id/ukpga/1996/8/schedule/41/part/V/10
http://www.legislation.gov.uk/id/ukpga/1996/8
http://www.legislation.gov.uk/id/ukpga/1996/8/schedule/20/paragraph/53/3


52 Taxation of Chargeable Gains Act 1992 (c. 12)
Part IV – Shares, securities, options etc.

Chapter II – Reorganisation of share capital, conversion of securities etc.
Document Generated: 2024-06-12

Status: Point in time view as at 15/03/2018.
Changes to legislation: Taxation of Chargeable Gains Act 1992, Part IV is up to date with all changes known to

be in force on or before 12 June 2024. There are changes that may be brought into force at a future date. Changes
that have been made appear in the content and are referenced with annotations. (See end of Document for details)

134 Compensation stock.

(1) This section has effect where gilt-edged securities are exchanged for shares in
pursuance of any enactment (including an enactment passed after this Act) which
provides for the compulsory acquisition of any shares and the issue of gilt-edged
securities instead.

(2) The exchange shall not constitute a conversion of securities within section 132 and
shall be treated as not involving any disposal of the shares by the person from whom
they were compulsorily acquired but—

(a) there shall be calculated the gain or loss that would have accrued to him if he
had then disposed of the shares for a consideration equal to the value of the
shares as determined for the purpose of the exchange, and

(b) on a subsequent disposal of the whole or part of the gilt-edged securities by
the person to whom they were issued—

(i) there shall be deemed to accrue to him the whole or a corresponding
part of the gain or loss mentioned in paragraph (a) above, and

(ii) section 115(1) shall not have effect in relation to any gain or loss that
is deemed to accrue as aforesaid.

(3) Where a person to whom gilt-edged securities of any kind were issued as mentioned
in subsection (1) above disposes of securities of that kind, the securities of which he
disposes—

(a) shall, so far as possible, be identified with securities which were issued to him
as mentioned in subsection (1) above rather than with other securities of that
kind, and

(b) subject to paragraph (a) above, shall be identified with securities issued at an
earlier time rather than those issued at a later time.

(4) Subsection (2)(b) above shall not apply to any disposal falling within the provisions
of section 58(1), 62(4) or 171(1) but a person who has acquired the securities on a
disposal falling within those provisions (and without there having been a previous
disposal not falling within those provisions or a devolution on death) shall be treated
for the purposes of subsections (2)(b) and (3) above as if the securities had been issued
to him.

(5) Where the gilt-edged securities to be exchanged for any shares are not issued until
after the date on which the shares are compulsorily acquired but on that date a right
to the securities is granted, this section shall have effect as if the exchange had taken
place on that date, as if references to the issue of the securities and the person to whom
they were issued were references to the grant of the right and the person to whom
it was granted and references to the disposal of the securities included references to
disposals of the rights.

(6) In this section “shares” includes securities within the meaning of section 132.

(7) This section does not apply where the compulsory acquisition took place before 7th
April 1976.
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F186 Company reconstructions ...

Textual Amendments
F186 Words in s. 135 cross-heading repealed (with effect in accordance with Sch. 9 paras. 7, 8, Sch. 40 Pt.

3(2) Note of the amending Act) by Finance Act 2002 (c. 23), Sch. 40 Pt. 3(2)

[F187135 Exchange of securities for those in another company

(1) This section applies in the following circumstances where a company (“company B”)
issues shares or debentures to a person in exchange for shares in or debentures of
another company (“company A”).

(2) The circumstances are:
Case 1
Where company B holds, or in consequence of the exchange will hold, more than
25% of the ordinary share capital of company A.
Case 2
Where company B issues the shares or debentures in exchange for shares as the
result of a general offer—

(a) made to members of company A or any class of them (with or without
exceptions for persons connected with company B), and

(b) made in the first instance on a condition such that if it were satisfied
company B would have control of company A.

Case 3
Where company B holds, or in consequence of the exchange will hold, the greater
part of the voting power in company A.

(3) Where this section applies, sections 127 to 131 (share reorganisations etc) apply with
the necessary adaptations as if company A and company B were the same company
and the exchange were a reorganisation of its share capital.

(4) In this section “ordinary share capital” has the meaning given by [F188section 1119 of
CTA 2010] and also includes—

(a) in relation to a unit trust scheme, any rights that are treated by section 99(1)(b)
of this Act (application of Act to unit trust schemes) as shares in a company,
and

(b) in relation to a company that has no share capital, any interests in the company
possessed by members of the company.

(5) This section applies in relation to a company that has no share capital as if references
to shares in or debentures of the company included any interests in the company
possessed by members of the company.

(6) This section has effect subject to section 137(1) (exchange must be for bona fide
commercial reasons and not part of tax avoidance scheme).]

Textual Amendments
F187 S. 135 substituted (with effect in accordance with Sch. 9 paras. 7, 8 of the amending Act) by Finance

Act 2002 (c. 23), Sch. 9 para. 1

http://www.legislation.gov.uk/id/ukpga/2002/23
http://www.legislation.gov.uk/id/ukpga/2002/23/schedule/40/part/3/2
http://www.legislation.gov.uk/id/ukpga/2002/23
http://www.legislation.gov.uk/id/ukpga/2002/23
http://www.legislation.gov.uk/id/ukpga/2002/23/schedule/9/paragraph/1
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F188 Words in s. 135(4) substituted (with effect in accordance with s. 1184(1) of the amending Act) by
Corporation Tax Act 2010 (c. 4), s. 1184(1), Sch. 1 para. 234 (with Sch. 2)

Modifications etc. (not altering text)
C59 Ss. 135, 136 excluded (with effect in accordance with s. 63(4) of the amending Act) by Finance Act

2000 (c. 17), Sch. 15 para. 82 (with s. 84)
C60 Ss. 135, 136 excluded by Income and Corporation Taxes Act 1988 (c. 1), s. 757 (as amended (with

effect in accordance with Sch. 9 paras. 7, 8 of the amending Act) by Finance Act 2002 (c. 23), Sch. 9
para. 4(5))

C61 S. 135 restricted by The Authorised Investment Funds (Tax) Regulations 2006 (S.I. 2006/964), reg.
85X (as inserted (with effect in accordance with reg. 1(2) of the amending S.I.) by S.I. 2010/294, regs.
1(1), 21)

C62 S. 135 excluded by Offshore Funds (Tax) Regulation 2009 (S.I. 2009/3001), reg. 36A(2)(c) (as
substituted (8.6.2013) by S.I. 2013/1400, regs. 1(1), 15(a) (with reg. 1(2)))

[F189136 Scheme of reconstruction involving issue of securities

(1) This section applies where—
(a) an arrangement between a company (“company A”) and—

(i) the persons holding shares in or debentures of the company, or
(ii) where there are different classes of shares in or debentures of the

company, the persons holding any class of those shares or debentures,
is entered into for the purposes of, or in connection with, a scheme of
reconstruction, and

(b) under the arrangement—
(i) another company (“company B”) issues shares or debentures to those

persons in respect of and in proportion to (or as nearly as may be in
proportion to) their relevant holdings in company A, and

(ii) the shares in or debentures of company A comprised in relevant
holdings are retained by those persons or are cancelled or otherwise
extinguished.

(2) Where this section applies—
(a) those persons are treated as exchanging their relevant holdings in company A

for the shares or debentures held by them in consequence of the arrangement,
and

(b) sections 127 to 131 (share reorganisations etc) apply with the necessary
adaptations as if company A and company B were the same company and the
exchange were a reorganisation of its share capital.

For this purpose shares in or debentures of company A comprised in relevant
holdings that are retained are treated as if they had been cancelled and replaced
by a new issue.

(3) Where a reorganisation of the share capital of company A is carried out for the
purposes of the scheme of reconstruction, the provisions of subsections (1) and (2)
apply in relation to the position after the reorganisation.

(4) In this section—
(a) “scheme of reconstruction” has the meaning given by Schedule 5AA to this

Act;

http://www.legislation.gov.uk/id/ukpga/2010/4
http://www.legislation.gov.uk/id/ukpga/2010/4/section/1184/1
http://www.legislation.gov.uk/id/ukpga/2010/4/schedule/1/paragraph/234
http://www.legislation.gov.uk/id/ukpga/2010/4/schedule/2
http://www.legislation.gov.uk/id/ukpga/2000/17
http://www.legislation.gov.uk/id/ukpga/2000/17
http://www.legislation.gov.uk/id/ukpga/2000/17/schedule/15/paragraph/82
http://www.legislation.gov.uk/id/ukpga/2000/17/section/84
http://www.legislation.gov.uk/id/ukpga/2002/23
http://www.legislation.gov.uk/id/ukpga/2002/23/schedule/9/paragraph/4/5
http://www.legislation.gov.uk/id/ukpga/2002/23/schedule/9/paragraph/4/5
http://www.legislation.gov.uk/id/uksi/2010/294
http://www.legislation.gov.uk/id/uksi/2010/294/regulation/1/1
http://www.legislation.gov.uk/id/uksi/2010/294/regulation/1/1
http://www.legislation.gov.uk/id/uksi/2010/294/regulation/21
http://www.legislation.gov.uk/id/uksi/2013/1400
http://www.legislation.gov.uk/id/uksi/2013/1400/regulation/1/1
http://www.legislation.gov.uk/id/uksi/2013/1400/regulation/15/a
http://www.legislation.gov.uk/id/uksi/2013/1400/regulation/1/2
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(b) references to “relevant holdings” of shares in or debentures of company A
are—

(i) where there is only one class of shares in or debentures of the
company, to holdings of shares in or debentures of the company, and

(ii) where there are different classes of shares in or debentures of the
company, to holdings of a class of shares or debentures that is
involved in the scheme of reconstruction (within the meaning of
paragraph 2 of Schedule 5AA);

(c) references to shares or debentures being retained include their being retained
with altered rights or in an altered form, whether as the result of reduction,
consolidation, division or otherwise; and

(d) any reference to a reorganisation of a company’s share capital is to a
reorganisation within the meaning of section 126.

(5) This section applies in relation to a company that has no share capital as if references
to shares in or debentures of the company included any interests in the company
possessed by members of the company.

(6) This section has effect subject to section 137(1) (scheme of reconstruction must be for
bona fide commercial reasons and not part of tax avoidance scheme).]

Textual Amendments
F189 S. 136 substituted (with effect in accordance with Sch. 9 paras. 7, 8 of the amending Act) by Finance

Act 2002 (c. 23), Sch. 9 para. 2

Modifications etc. (not altering text)
C59 Ss. 135, 136 excluded (with effect in accordance with s. 63(4) of the amending Act) by Finance Act

2000 (c. 17), Sch. 15 para. 82 (with s. 84)
C60 Ss. 135, 136 excluded by Income and Corporation Taxes Act 1988 (c. 1), s. 757 (as amended (with

effect in accordance with Sch. 9 paras. 7, 8 of the amending Act) by Finance Act 2002 (c. 23), Sch. 9
para. 4(5))

C63 S. 136 applied (24.7.2002) by Finance Act 2002 (c. 23), Sch. 29 para. 84(1)
C64 S. 136 applied by Income and Corporation Taxes Act 1988 (c. 1), s. 842 (as amended (with effect in

accordance with Sch. 9 paras. 7, 8 of the amending Act) by Finance Act 2002 (c. 23), Sch. 9 para.
4(7))

C65 S. 136 restricted by The Authorised Investment Funds (Tax) Regulations 2006 (S.I. 2006/964), reg.
85Y (as inserted (with effect in accordance with reg. 1(2) of the amending S.I.) by S.I. 2010/294, regs.
1(1), 21)

C66 S. 136 excluded by Offshore Funds (Tax) Regulation 2009 (S.I. 2009/3001), reg. 36A(2)(d) (as
substituted (8.6.2013) by S.I. 2013/1400, regs. 1(1), 15(a) (with reg. 1(2)))

137 Restriction on application of sections 135 and 136.

(1) Subject to subsection (2) below, and section 138, neither section 135 nor section 136
shall apply to any issue by a company of shares in or debentures of that company
in exchange for or in respect of shares in or debentures of another company unless
the exchange [F190or scheme of reconstruction] in question is effected for bona fide
commercial reasons and does not form part of a scheme or arrangements of which the
main purpose, or one of the main purposes, is avoidance of liability to capital gains
tax or corporation tax.

http://www.legislation.gov.uk/id/ukpga/2002/23
http://www.legislation.gov.uk/id/ukpga/2002/23
http://www.legislation.gov.uk/id/ukpga/2002/23/schedule/9/paragraph/2
http://www.legislation.gov.uk/id/ukpga/2000/17
http://www.legislation.gov.uk/id/ukpga/2000/17
http://www.legislation.gov.uk/id/ukpga/2000/17/schedule/15/paragraph/82
http://www.legislation.gov.uk/id/ukpga/2000/17/section/84
http://www.legislation.gov.uk/id/ukpga/2002/23
http://www.legislation.gov.uk/id/ukpga/2002/23/schedule/9/paragraph/4/5
http://www.legislation.gov.uk/id/ukpga/2002/23/schedule/9/paragraph/4/5
http://www.legislation.gov.uk/id/ukpga/2002/23
http://www.legislation.gov.uk/id/ukpga/2002/23/schedule/29/paragraph/84/1
http://www.legislation.gov.uk/id/ukpga/2002/23
http://www.legislation.gov.uk/id/ukpga/2002/23/schedule/9/paragraph/4/7
http://www.legislation.gov.uk/id/ukpga/2002/23/schedule/9/paragraph/4/7
http://www.legislation.gov.uk/id/uksi/2010/294
http://www.legislation.gov.uk/id/uksi/2010/294/regulation/1/1
http://www.legislation.gov.uk/id/uksi/2010/294/regulation/1/1
http://www.legislation.gov.uk/id/uksi/2010/294/regulation/21
http://www.legislation.gov.uk/id/uksi/2013/1400
http://www.legislation.gov.uk/id/uksi/2013/1400/regulation/1/1
http://www.legislation.gov.uk/id/uksi/2013/1400/regulation/15/a
http://www.legislation.gov.uk/id/uksi/2013/1400/regulation/1/2
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(2) Subsection (1) above shall not affect the operation of section 135 or 136 in any case
where the person to whom the shares or debentures are issued does not hold more than
5 per cent. of, or of any class of, the shares in or debentures of the second company
mentioned in subsection (1) above.

(3) For the purposes of subsection (2) above shares or debentures held by persons
connected with the person there mentioned shall be treated as held by him.

(4) If any tax assessed on a person (the chargeable person) by virtue of subsection (1)
above is not paid within 6 months from the date when it is payable, any other person
who—

(a) holds all or any part of the shares or debentures that were issued to the
chargeable person, and

(b) has acquired them without there having been, since their acquisition by the
chargeable person, any disposal of them not falling within section 58(1) or
171,

may, at any time within 2 years from the time when the tax became payable, be
assessed and charged (in the name of the chargeable person) to all or, as the case
may be, a corresponding part of the unpaid tax; and a person paying any amount of
tax under this subsection shall be entitled to recover a sum of that amount from the
chargeable person.

(5) With respect to chargeable gains accruing in chargeable periods ending after such day
as the Treasury may by order appoint, in subsection (4) above—

(a) for the words “the date when it is payable" there shall be substituted “ the date
determined under subsection (4A) below ”;

(b) for the words “the time when the tax became payable" there shall be
substituted “ that date ”; and

(c) for the words “a sum" onwards there shall be substituted “ from the chargeable
person a sum equal to that amount together with any interest paid by him under
section 87A of the Management Act on that amount ”;

and after that subsection there shall be inserted—

“(4A) The date referred to in subsection (4) above is whichever is the later of—
(a) the date when the tax becomes due and payable by the chargeable

person; and
(b) the date when the assessment was made on the chargeable person.”

(6) In this section references to shares or debentures include references to any interests or
options to which this Chapter applies by virtue of [F191section 135(5), 136(5)] or 147.

Textual Amendments
F190 Words in s. 137(1) substituted (with effect in accordance with Sch. 9 paras. 7, 8 of the amending Act)

by Finance Act 2002 (c. 23), Sch. 9 para. 5(5)(a)
F191 Words in s. 137(6) substituted (with effect in accordance with Sch. 9 paras. 7, 8 of the amending Act)

by Finance Act 2002 (c. 23), Sch. 9 para. 5(5)(b)

Modifications etc. (not altering text)
C67 S. 137 applied by The Authorised Investment Funds (Tax) Regulations 2006 (S.I. 2006/964), reg.

69Z24H (as inserted (1.8.2012) by S.I. 2012/1783, regs. 1, 4)

http://www.legislation.gov.uk/id/ukpga/2002/23
http://www.legislation.gov.uk/id/ukpga/2002/23/schedule/9/paragraph/5/5/a
http://www.legislation.gov.uk/id/ukpga/2002/23
http://www.legislation.gov.uk/id/ukpga/2002/23/schedule/9/paragraph/5/5/b
http://www.legislation.gov.uk/id/uksi/2006/964
http://www.legislation.gov.uk/id/uksi/2006/964/regulation/69Z24H
http://www.legislation.gov.uk/id/uksi/2006/964/regulation/69Z24H
http://www.legislation.gov.uk/id/uksi/2012/1783
http://www.legislation.gov.uk/id/uksi/2012/1783/regulation/1
http://www.legislation.gov.uk/id/uksi/2012/1783/regulation/4
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C68 S. 137(1) modified (with effect in accordance with s. 1329(1) of the affecting Act) by Corporation Tax
Act 2009 (c. 4), ss. 129(7), 1329(1) (with Sch. 2 Pts. 1, 2)

Commencement Information
I1 S. 137(5):30.9.1993 appointed for the purposes of s. 137(5) by S.I. 1992/3066, art. 2(2)(d) in force at

30.9.1993 by S.I. 1992/3066, art. 2(2)(d)

138 Procedure for clearance in advance.

(1) Section 137 shall not affect the operation of section 135 or 136 in any case where,
before the issue is made, the Board have, on the application of either company
mentioned in section 137(1), notified the company that the Board are satisfied that the
exchange [F192or scheme of reconstruction] will be effected for bona fide commercial
reasons and will not form part of any such scheme or arrangements as are mentioned
in section 137(1).

(2) Any application under subsection (1) above shall be in writing and shall contain
particulars of the operations that are to be effected and the Board may, within 30 days
of the receipt of the application or of any further particulars previously required under
this subsection, by notice require the applicant to furnish further particulars for the
purpose of enabling the Board to make their decision; and if any such notice is not
complied with within 30 days or such longer period as the Board may allow, the Board
need not proceed further on the application.

(3) The Board shall notify their decision to the applicant within 30 days of receiving the
application or, if they give a notice under subsection (2) above, within 30 days of the
notice being complied with.

(4) If the Board notify the applicant that they are not satisfied as mentioned in
subsection (1) above or do not notify their decision to the applicant within the time
required by subsection (3) above, the applicant may within 30 days of the notification
or of that time require the Board to transmit the application, together with any notice
given and further particulars furnished under subsection (2) above, to the [F193tribunal];
and in that event any notification by the [F193tribunal] shall have effect for the purposes
of subsection (1) above as if it were a notification by the Board.

(5) If any particulars furnished under this section do not fully and accurately disclose all
facts and considerations material for the decision of the Board or [F194the tribunal], any
resulting notification that the Board or [F194the tribunal] are satisfied as mentioned in
subsection (1) above shall be void.

Textual Amendments
F192 Words in s. 138(1) substituted (with effect in accordance with Sch. 9 paras. 7, 8 of the amending Act)

by Finance Act 2002 (c. 23), Sch. 9 para. 5(6)
F193 Word in s. 138(4) substituted (1.4.2009) by The Transfer of Tribunal Functions and Revenue and

Customs Appeals Order 2009 (S.I. 2009/56), art. 1(2), Sch. 1 para. 179(a)
F194 Words in s. 138(5) substituted (1.4.2009) by The Transfer of Tribunal Functions and Revenue and

Customs Appeals Order 2009 (S.I. 2009/56), art. 1(2), Sch. 1 para. 179(b)

Modifications etc. (not altering text)
C69 S. 138(2) applied (6.4.2007) by Income Tax Act 2007 (c. 3), ss. 247(2), 1034(1) (with Sch. 2)

http://www.legislation.gov.uk/id/ukpga/2009/4
http://www.legislation.gov.uk/id/ukpga/2009/4
http://www.legislation.gov.uk/id/ukpga/2009/4/section/129/7
http://www.legislation.gov.uk/id/ukpga/2009/4/section/1329/1
http://www.legislation.gov.uk/id/ukpga/2009/4/schedule/2/part/1
http://www.legislation.gov.uk/id/ukpga/2009/4/schedule/2/part/2
http://www.legislation.gov.uk/id/uksi/1992/3066
http://www.legislation.gov.uk/id/uksi/1992/3066/article/2/2/d
http://www.legislation.gov.uk/id/uksi/1992/3066
http://www.legislation.gov.uk/id/uksi/1992/3066/article/2/2/d
http://www.legislation.gov.uk/id/ukpga/2002/23
http://www.legislation.gov.uk/id/ukpga/2002/23/schedule/9/paragraph/5/6
http://www.legislation.gov.uk/id/uksi/2009/56
http://www.legislation.gov.uk/id/uksi/2009/56
http://www.legislation.gov.uk/id/uksi/2009/56/article/1/2
http://www.legislation.gov.uk/id/uksi/2009/56/schedule/1/paragraph/179/a
http://www.legislation.gov.uk/id/uksi/2009/56
http://www.legislation.gov.uk/id/uksi/2009/56
http://www.legislation.gov.uk/id/uksi/2009/56/article/1/2
http://www.legislation.gov.uk/id/uksi/2009/56/schedule/1/paragraph/179/b
http://www.legislation.gov.uk/id/ukpga/2007/3
http://www.legislation.gov.uk/id/ukpga/2007/3/section/247/2
http://www.legislation.gov.uk/id/ukpga/2007/3/section/1034/1
http://www.legislation.gov.uk/id/ukpga/2007/3/schedule/2
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C70 S. 138(2)-(5) applied by Finance Act 1996 (c. 8), Sch. 9 para. 12F(3) (as inserted (with effect in
accordance with reg. 3(1) of the amending S.I.) by The Corporation Tax (Implementation of the
Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg. 1(2), Sch. 1 para. 16 (with S.I. 2008/1579,
reg. 4(1)))

C71 S. 138(2)-(5) applied by Finance Act 1996 (c. 8), Sch. 9 para. 12B(8) (as substituted (with effect
in accordance with reg. 3(2) of the amending S.I.) by The Corporation Tax (Implementation of the
Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg. 1(2), Sch. 2 para. 8 (with S.I. 2008/1579,
reg. 4(1)))

C72 S. 138(2)-(5) applied by Finance Act 2002 (c. 23), Sch. 26 para. 30F(3) (as inserted (with effect
in accordance with reg. 3(1) of the amending S.I.) by The Corporation Tax (Implementation of the
Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg. 1(2), Sch. 1 para. 19 (with S.I. 2008/1579,
reg. 4(1)))

C73 S. 138(2)-(5) applied by Finance Act 2002 (c. 23), Sch. 26 para. 30B(8) (as substituted (with effect
in accordance with reg. 3(2) of the amending S.I.) by The Corporation Tax (Implementation of the
Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg. 1(2), Sch. 2 para. 10 (with S.I. 2008/1579,
reg. 4(1)))

C74 S. 138(2) applied by Income Tax Act 2007 (c. 3), s. 257HB(2) (as inserted (17.7.2012) by Finance Act
2012 (c. 14), Sch. 6 para. 1)

[F195138AUse of earn-out rights for exchange of securities.

(1) For the purposes of this section an earn-out right is so much of any right conferred on
any person (“the seller”) as—

(a) constitutes the whole or any part of the consideration for the transfer by him
of shares in or debentures of a company (“the old securities”);

(b) consists in a right to be issued with shares in or debentures of another company
(“the new company”);

(c) is such that the value or quantity of the shares or debentures to be issued in
pursuance of the right (“the new securities”) is unascertainable at the time
when the right is conferred; and

(d) is not capable of being discharged in accordance with its terms otherwise than
by the issue of the new securities.

(2) Where—
(a) there is an earn-out right, [F196and]
(b) the exchange of the old securities for the earn-out right is an exchange to

which section 135 would apply, in a manner unaffected by section 137, if the
earn-out right were an ascertainable amount of shares in or debentures of the
new company, F197...

F197(c) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
this Act shall have effect, in the case of the seller and every other person who from
time to time has the earn-out right, in accordance with the assumptions specified in
subsection (3) below.

[
F198(2A)

Subsection (2) above does not have effect if the seller elects under this section for the
earn-out right not to be treated as a security of the new company.]

(3) Those assumptions are—
(a) that the earn-out right is a security within the definition in section 132;
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(b) that the security consisting in the earn-out right is a security of the new
company and is incapable of being a qualifying corporate bond for the
purposes of this Act;

(c) that references in this Act (including those in this section) to a debenture
include references to a right that is assumed to be a security in accordance
with paragraph (a) above; and

(d) that the issue of shares or debentures in pursuance of such a right constitutes
the conversion of the right, in so far as it is discharged by the issue, into the
shares or debentures that are issued.

(4) For the purposes of this section where—
(a) any right which is assumed, in accordance with this section, to be a security

of a company (“the old right”) is extinguished,
(b) the whole of the consideration for the extinguishment of the old right consists

in another right (“the new right”) to be issued with shares in or debentures
of that company,

(c) the new right is such that the value or quantity of the shares or debentures
to be issued in pursuance of the right (“the replacement securities”) is
unascertainable at the time when the old right is extinguished, [F199and]

(d) the new right is not capable of being discharged in accordance with its terms
otherwise than by the issue of the replacement securities, F200...

F200(e) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
the assumptions specified in subsection (3) above shall have effect in relation to the
new right, in the case of [F201the person on whom the new right is conferred] and every
other person who from time to time has the new right, as they had effect in relation
to the old right.

[
F202(4A)

Subsection (4) above does not have effect if the person on whom the new right is
conferred elects under this section for it not to be treated as a security of the new
company.]

(5) An election under this section in respect of any right must be made, by a notice given
to an officer of the Board—

(a) in the case of an election by a company within the charge to corporation tax,
within the period of two years from the end of the accounting period in which
the right is conferred; and

(b) in any other case, on or before the first anniversary of the 31st January next
following the year of assessment in which that right is conferred.

(6) An election under this section shall be irrevocable.

(7) Subject to subsections (8) to (10) below, where any right to be issued with shares in or
debentures of a company is conferred on any person, the value or quantity of the shares
or debentures to be issued in pursuance of that right shall be taken for the purposes of
this section to be unascertainable at a particular time if, and only if—

(a) it is made referable to matters relating to any business or assets of one or more
relevant companies; and

(b) those matters are uncertain at that time on account of future business or future
assets being included in the business or assets to which they relate.

(8) Where a right to be issued with shares or debentures is conferred wholly or partly in
consideration for the transfer of other shares or debentures or the extinguishment of
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any right, the value and quantity of the shares or debentures to be issued shall not be
taken for the purposes of this section to be unascertainable in any case where, if—

(a) the transfer or extinguishment were a disposal, and
(b) a gain on that disposal fell to be computed in accordance with this Act,

the shares or debentures to be issued would, in pursuance of section 48, be themselves
regarded as, or as included in, the consideration for the disposal.

(9) Where any right to be issued with shares in or debentures of a company comprises an
option to choose between shares in that company and debentures of that company, the
existence of that option shall not, by itself, be taken for the purposes of this section
either—

(a) to make unascertainable the value or quantity of the shares or debentures to
be issued; or

(b) to prevent the requirements of subsection (1)(b) and (d) or (4)(b) and (d) above
from being satisfied in relation to that right.

(10) For the purposes of this section the value or quantity of shares or debentures shall not
be taken to be unascertainable by reason only that it has not been fixed if it will be
fixed by reference to the other and the other is ascertainable.

(11) In subsection (7) above “relevant company”, in relation to any right to be issued with
shares in or debentures of a company, means—

(a) that company or any company which is in the same group of companies as
that company; or

(b) the company for whose shares or debentures that right was or was part of
the consideration, or any company in the same group of companies as that
company;

and in this subsection the reference to a group of companies shall be construed in
accordance with section 170(2) to (14).]
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F195 S. 138A inserted (retrospectively) by Finance Act 1997 (c. 16), s. 89(1)(2) (with s. 89(3)-(8))
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F197 S. 138A(2)(c) and preceding word repealed (with effect in accordance with s. 161(6) of the amending

Act) by Finance Act 2003 (c. 14), s. 161(2)(b), Sch. 43 Pt. 3(8)
F198 S. 138A(2A) inserted (with effect in accordance with s. 161(6) of the amending Act) by Finance Act

2003 (c. 14), s. 161(3)
F199 Word in s. 138A(4)(c) inserted (with effect in accordance with s. 161(6) of the amending Act) by

Finance Act 2003 (c. 14), s. 161(4)(a)
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139 Reconstruction F203... involving transfer of business.

(1) Subject to the provisions of this section, where—
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(a) any scheme of reconstruction F204... involves the transfer of the whole or part
of a company’s business to another company, and

[F205(b) the conditions in subsection (1A) below are met in relation to the assets
included in the transfer, and]

(c) the first-mentioned company receives no part of the consideration for the
transfer (otherwise than by the other company taking over the whole or part
of the liabilities of the business),

then, so far as relates to corporation tax on chargeable gains, the 2 companies shall
be treated as if any assets included in the transfer were acquired by the one company
from the other company for a consideration of such amount as would secure that on
the disposal by way of transfer neither a gain nor a loss would accrue to the company
making the disposal, and for the purposes of Schedule 2 the acquiring company shall
be treated as if the respective acquisitions of the assets by the other company had been
the acquiring company’s acquisition of them.

[F206(1A) The conditions referred to in subsection (1)(b) above are—
(a) that the company acquiring the assets is resident in the United Kingdom at

the time of the acquisition, or the assets are chargeable assets [F207or NRCGT
assets] in relation to that company immediately after that time, and

(b) that the company from which the assets are acquired is resident in the United
Kingdom at the time of the acquisition, or the assets are chargeable assets
[F208or NRCGT assets] in relation to that company immediately before that
time.

For this purpose an asset is a “chargeable asset” in relation to a company at any time
if, were the asset to be disposed of by the company at that time, any gain accruing
to the company would be a chargeable gain and would by virtue of section [F20910B]
form part of its chargeable profits for corporation tax purposes.]

[F210(1AA) For the purposes of subsection (1A), an asset is an “NRCGT asset” in relation to a
company at any time if—

(a) the disposal of the asset by the company at that time would be a non-resident
CGT disposal, and

(b) the company would not be, in relation to that disposal, an eligible person (as
defined in section 14F).]

[F211(1B) Nothing in section 179(3D) prevents the two companies being treated as mentioned
in subsection (1).]

(2) This section does not apply in relation to an asset which, until the transfer, formed
part of trading stock of a trade carried on by the company making the disposal, or
in relation to an asset which is acquired as trading stock for the purposes of a trade
carried on by the company acquiring the asset.

Section 170(1) applies for the purposes of this subsection.
F212(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

(4) This section does not apply in the case of a transfer of the whole or part of a
company’s business to a unit trust scheme to which section 100(2) applies or which is
an authorised unit trust or to an investment trust [F213or a venture capital trust].

(5) This section does not apply unless the reconstruction F214... is effected for bona fide
commercial reasons and does not form part of a scheme or arrangements of which the
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main purpose, or one of the main purposes, is avoidance of liability to corporation tax,
capital gains tax or income tax; but the foregoing provisions of this subsection shall
not affect the operation of this section in any case where, before the transfer, the Board
have, on the application of the acquiring company, notified the company that the Board
are satisfied that the reconstruction F214... will be effected for bona fide commercial
reasons and will not form part of any such scheme or arrangements as aforesaid.

Subsections (2) to (5) of section 138 shall have effect in relation to this subsection as
they have effect in relation to subsection (1) of that section.

(6) Where, if the company making the disposal had not been wound up, tax could have
been assessed on it by virtue of subsection (5) above, that tax may be assessed and
charged (in the name of the company making the disposal) on the company to which
the disposal is made.

(7) If any tax assessed on a company (“the chargeable company”) by virtue of
subsection (5) or (6) above is not paid within 6 months from the date when it is payable,
any other person who—

(a) holds all or any part of the assets in respect of which the tax is charged; and
(b) either is the company to which the disposal was made or has acquired the

assets without there having been any subsequent disposal not falling within
this section or section 171,

may, within 2 years from the time when the tax became payable, be assessed and
charged (in the name of the chargeable company) to all or, as the case may be, a
corresponding part of the unpaid tax; and a person paying any amount of tax under this
section shall be entitled to recover a sum of that amount from the chargeable company.

(8) With respect to chargeable gains accruing in chargeable periods ending after such day
as the Treasury may by order appoint, in subsection (7) above—

(a) for the words “when it is payable" there shall be substituted “ when it is due
and payable or, if later, the date when the assessment is made on the company
”;

(b) for the words “the time when the tax became payable" there shall be
substituted “ the later of those dates ”; and

(c) for the words “a sum" onwards there shall be substituted “ from the chargeable
company a sum equal to that amount together with any interest paid by him
under section 87A of the Management Act on that amount ”.

[F215(9) In this section “scheme of reconstruction” has the same meaning as in section 136.]
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Commencement Information
I2 S. 139(8): 30.9.1993 appointed for the purposes of s. 139(8) by S.I. 1992/3066, art. 2(2)(d)

140 Postponement of charge on transfer of assets to non-resident company.

(1) This section applies where a company resident in the United Kingdom carries on a
trade outside the United Kingdom through a [F216permanent establishment] and—

(a) that trade, or part of it, together with the whole assets of the company used
for the purposes of the trade or part (or together with the whole of those
assets other than cash) is transferred to a company not resident in the United
Kingdom;

(b) the trade or part is so transferred wholly or partly in exchange for securities
consisting of shares, or of shares and loan stock, issued by the transferee
company to the transferor company;

(c) the shares so issued, either alone or taken together with any other shares in
the transferee company already held by the transferor company, amount in
all to not less than one quarter of the ordinary share capital of the transferee
company; and

(d) either no allowable losses accrue to the transferor company on the transfer or
the aggregate of the chargeable gains so accruing exceeds the aggregate of the
allowable losses so accruing;

and also applies in any case where section 268A of the M15Income and Corporation
Taxes Act 1970 applied unless the deferred gain had been wholly taken into account
in accordance with that section before the coming into force of this section.

Section 170(1) shall apply for the purposes of this section.

(2) In any case to which this section applies the transferor company may claim that this
Act shall have effect in accordance with the following provisions.
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(3) Any allowable losses accruing to the transferor company on the transfer shall be set
off against the chargeable gains so accruing and the transfer shall be treated as giving
rise to a single chargeable gain equal to the aggregate of those gains after deducting
the aggregate of those losses and—

(a) if the securities are the whole consideration for the transfer, the whole of that
gain shall be treated as not accruing to the transferor company on the transfer
but an equivalent amount (“the deferred gain”) shall be brought into account
in accordance with subsections (4) and (5) below;

(b) if the securities are not the whole of that consideration—
(i) paragraph (a) above shall apply to the appropriate proportion of that

gain; and
(ii) the remainder shall be treated as accruing to the transferor company

on the transfer.

In paragraph (b)(i) above “the appropriate proportion” means the proportion that the
market value of the securities at the time of the transfer bears to the market value of
the whole of the consideration at that time.

(4) If at any time after the transfer the transferor company disposes of the whole or part
of the securities held by it immediately before that time, [F217there shall be deemed to
accrue to the transferor company as a chargeable gain on that occasion] the whole or
the appropriate proportion of the deferred gain so far as not already taken into account
under this subsection or subsection (5) below.

In this subsection “the appropriate proportion” means the proportion that the market
value of the part of the securities disposed of bears to the market value of the securities
held immediately before the disposal.

[F218(4A) A chargeable gain which is deemed to accrue under subsection (4) is in addition to
any gain or loss that actually accrues to the transferor company on the disposal of the
securities.]

[F219(4B) In determining whether a chargeable gain is deemed to accrue under subsection (4),
any disapplication of section 127 by paragraph 4(3)(a) of Schedule 7AC in a case in
which that section would otherwise have applied shall be disregarded.]

(5) If at any time within 6 years after the transfer the transferee company disposes of the
whole or part of the relevant assets held by it immediately before that time there shall
be deemed to accrue to the transferor company as a chargeable gain on that occasion
the whole or the appropriate proportion of the deferred gain so far as not already taken
into account under this subsection or subsection (4) above.

In this subsection “relevant assets” means assets the chargeable gains on which were
taken into account in arriving at the deferred gain and “the appropriate proportion”
means the proportion which the chargeable gain so taken into account in respect of the
part of the relevant assets disposed of bears to the aggregate of the chargeable gains so
taken into account in respect of the relevant assets held immediately before the time
of the disposal.

(6) There shall be disregarded—
(a) for the purposes of subsection (4) above any disposal to which section 171

applies; and
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(b) for the purposes of subsection (5) above any disposal to which that
section would apply [F220if subsections (1)(b) and (1A) of that section and
section 170(9) were disregarded];

and where a person acquires securities or an asset on a disposal disregarded for the
purposes of subsection (4) or (5) above (and without there having been a previous
disposal not so disregarded) a disposal of the securities or asset by that person shall
be treated as a disposal by the transferor or, as the case may be, transferee company.

[F221(6A) No claim may be made under this section as regards a transfer in relation to which a
claim is made under section 140C.]

[F222(6AA) If securities are transferred by a transferor company as part of the process of the
transfer of a business to which section 140A or 140C applies—

(a) the transfer shall be disregarded for the purposes of subsection (4), and
(b) the transferee company shall be treated as if it were the transferor company

in relation to—
(i) any subsequent disposal of the securities, and

(ii) any subsequent disposal by the transferee of assets to which
subsection 5 applies.]

[F223(6B) If securities are transferred by a transferor as part of the process of a merger to which
section 140E applies—

(a) the transfer shall be disregarded for the purposes of subsection (4), and
(b) the transferee shall be treated as if it were the transferor in relation to—

(i) any subsequent disposal of the securities, and
(ii) any subsequent disposal by the transferee of assets to which

subsection (5) applies.

(6C) In subsection (6B) “transferor” and “transferee” have the meaning given by
section 140E(9).]

(7) If in the case of any such transfer as was mentioned in section 268(1) of the M16Income
and Corporation Taxes Act 1970 there were immediately before the coming into force
of this section chargeable gains which by virtue of section 268(2) and 268A(8) of that
Act were treated as not having accrued to the transferor company, subsection (4) above
shall (without any claim in that behalf) apply to the aggregate of those gains as if
references to the deferred gain were references to that aggregate and as if references to
the transfer and the securities were references to the transfer and the shares, or shares
and loan stock, mentioned in section 268(1).

(8) If in the case of any such transfer as was mentioned in section 268A(1) of the
M17Income and Corporation Taxes Act 1970 there were immediately before the coming
into force of this section deferred gains which by virtue of section 268A(3) were
treated as not having accrued to the transferor company, subsections (4) and (5)
above shall (without any claim in that behalf) apply to those deferred gains as they
apply to gains deferred by virtue of subsection (3) above (as if the references to the
transfer and the securities were references to the transfer and securities mentioned in
section 268A(1)).

Textual Amendments
F216 Words in s. 140(1) substituted (with effect in accordance with s. 153(4) of the amending Act) by

Finance Act 2003 (c. 14), s. 153(1)(b)

http://www.legislation.gov.uk/id/ukpga/2003/14
http://www.legislation.gov.uk/id/ukpga/2003/14/section/153/1/b
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F217 Words in s. 140(4) substituted (with effect in accordance with s. 37(3) of the amending Act) by
Finance Act 2010 (c. 13), s. 37(1)(a)

F218 S. 140(4A) inserted (with effect in accordance with s. 37(3) of the amending Act) by Finance Act 2010
(c. 13), s. 37(1)(b)

F219 S. 140(4B) inserted (with effect in accordance with s. 27(2) of the amending Act) by Finance Act 2018
(c. 3), s. 27(1)

F220 Words in s. 140(6)(b) substituted (with effect in accordance with Sch. 29 para. 23(2) of the amending
Act) by Finance Act 2000 (c. 17), Sch. 29 para. 23(1) (with Sch. 29 para. 46(5))

F221 S. 140(6A) inserted (retrosp.) by 1992 c. 48, s. 46(1)(4)
F222 S. 140(6AA) inserted (with effect in accordance with reg. 3(1) of the amending S.I.) by The

Corporation Tax (Implementation of the Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg.
1(2), Sch. 1 para. 7 (with S.I. 2008/1579, reg. 4(1))

F223 S. 140(6B)(6C) substituted for s. 140(6B) (with effect in accordance with reg. 3(2) of the amending
S.I.) by The Corporation Tax (Implementation of the Mergers Directive) Regulations 2007 (S.I.
2007/3186), reg. 1(2), Sch. 2 para. 5 (with S.I. 2008/1579, reg. 4(1))

Marginal Citations
M15 1970 c. 10.
M16 1970 c. 10.
M17 1970 c. 10.

F224[Transfers concerning companies of different member States]

Textual Amendments
F224 Cross heading inserted (retrosp.) by 1992 c. 48, s.44

[F225140A[F226Transfer or division of UK business]

(1) This section applies where—
(a) a [F227company] resident in one member State ([F228the transferor]) transfers

the whole or part of a [F229business] carried on by it in the United Kingdom to
a [F227company] resident in another member State ([F230the transferee]),

(b) the transfer is wholly in exchange for [F231shares or debentures] issued by
[F230the transferee] to [F228the transferor],

(c) a claim is made under this section by [F228the transferor] and [F230the
transferee],

(d) section 140B does not prevent this section applying, and
(e) the appropriate condition is met in relation to [F230the transferee] immediately

after the time of the transfer.

[
F232(1A)

This section also applies where a company transfers part of its business to one or more
companies if—

(a) the transferor is resident in one member State,
(b) the part of the transferor’s business which is to be transferred is carried on by

the transferor in the United Kingdom,
(c) at least one transferee is resident in a member State other than that in which

the transferor is resident,
(d) the transferor company continues to carry on a business after the transfer,

http://www.legislation.gov.uk/id/ukpga/2010/13
http://www.legislation.gov.uk/id/ukpga/2010/13/section/37/1/a
http://www.legislation.gov.uk/id/ukpga/2010/13
http://www.legislation.gov.uk/id/ukpga/2010/13
http://www.legislation.gov.uk/id/ukpga/2010/13/section/37/1/b
http://www.legislation.gov.uk/id/ukpga/1992/12/section/140/4B
http://www.legislation.gov.uk/id/ukpga/2018/3
http://www.legislation.gov.uk/id/ukpga/2018/3
http://www.legislation.gov.uk/id/ukpga/2018/3/section/27/1
http://www.legislation.gov.uk/id/ukpga/2000/17
http://www.legislation.gov.uk/id/ukpga/2000/17/schedule/29/paragraph/23/1
http://www.legislation.gov.uk/id/ukpga/2000/17/schedule/29/paragraph/46/5
http://www.legislation.gov.uk/id/ukpga/1992/48
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http://www.legislation.gov.uk/id/uksi/2007/3186
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(e) the conditions in subsection (1)(c) to (e) are satisfied (for which purpose
references to the transferee shall be taken as references to each of the
transferees), and

(f) either of the following conditions is satisfied.

(1B) Condition 1 is that the transfer is made in exchange for the issue of shares in or
debentures of each transferee company to the persons holding shares in or debentures
of the transferor.

(1C) Condition 2 is that the transfer is not made in exchange for the issue of shares in or
debentures of each transferee by reason only, and to the extent only, that a transferee is
prevented from complying with Condition 1 by section 658 of the Companies Act 2006
(rule against limited company acquiring own shares) or by a corresponding provision
of the law of another member State preventing the issue of shares or debentures to
itself.

(1D) If Condition 2 applies in relation to the whole or part of a transfer, sections 24 and 122
do not apply in relation to the transfer.]

(2) Where immediately after the time of the transfer [F233the transferee (or each of the
transferees)] is not resident in the United Kingdom, the appropriate condition is that
were it to dispose of the assets included in the transfer any chargeable gains accruing to
it on the disposal would form part of its chargeable profits for corporation tax purposes
by virtue of section [F23410B].

(3) Where immediately after the time of the transfer [F233the transferee (or each of the
transferees)] is resident in the United Kingdom, the appropriate condition is that none
of the assets included in the transfer is one in respect of which, by virtue of the asset
being of a description specified in double taxation relief arrangements, the company
falls to be regarded for the purposes of the arrangements as not liable in the United
Kingdom to tax on gains accruing to it on a disposal.

(4) Where this section applies—
(a) [F235the transferor and the transferee (or each of the transferees)] shall be

treated, so far as relates to corporation tax on chargeable gains, as if any assets
included in the transfer were acquired by [F233the transferee (or each of the
transferees)] from [F236the transferor] for a consideration of such amount as
would secure that on the disposal by way of transfer neither a gain nor a loss
would accrue to [F236the transferor];

(b) section 25(3) shall not apply to any such assets by reason of the transfer (if it
would apply apart from this paragraph).

F237(5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
F238(6) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
F239(7) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ]

Textual Amendments
F225 S. 140A inserted (retrosp.) by 1992 c. 48, s.44
F226 S. 140A heading substituted (with effect in accordance with reg. 3(1) of the amending S.I.) by The

Corporation Tax (Implementation of the Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg.
1(2), Sch. 1 para. 2(7) (with S.I. 2008/1579, reg. 4(1))
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http://www.legislation.gov.uk/id/ukpga/1992/48/section/44
http://www.legislation.gov.uk/id/uksi/2007/3186
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http://www.legislation.gov.uk/id/uksi/2007/3186/regulation/1/2
http://www.legislation.gov.uk/id/uksi/2007/3186/regulation/1/2
http://www.legislation.gov.uk/id/uksi/2007/3186/schedule/1/paragraph/2/7
http://www.legislation.gov.uk/id/uksi/2008/1579


68 Taxation of Chargeable Gains Act 1992 (c. 12)
Part IV – Shares, securities, options etc.

Chapter II – Reorganisation of share capital, conversion of securities etc.
Document Generated: 2024-06-12

Status: Point in time view as at 15/03/2018.
Changes to legislation: Taxation of Chargeable Gains Act 1992, Part IV is up to date with all changes known to

be in force on or before 12 June 2024. There are changes that may be brought into force at a future date. Changes
that have been made appear in the content and are referenced with annotations. (See end of Document for details)

F227 Word in s. 140A(1) substituted (with effect in accordance with reg. 3(1) of the amending S.I.) by The
Corporation Tax (Implementation of the Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg.
1(2), Sch. 1 para. 2(2)(c) (with S.I. 2008/1579, reg. 4(1))

F228 Words in s. 140A(1) substituted (with effect in accordance with reg. 3(1) of the amending S.I.) by The
Corporation Tax (Implementation of the Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg.
1(2), Sch. 1 para. 2(2)(a) (with S.I. 2008/1579, reg. 4(1))

F229 Word in s. 140A(1) substituted (with effect in accordance with reg. 3(1) of the amending S.I.) by The
Corporation Tax (Implementation of the Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg.
1(2), Sch. 1 para. 2(2)(d) (with S.I. 2008/1579, reg. 4(1))

F230 Words in s. 140A(1) substituted (with effect in accordance with reg. 3(1) of the amending S.I.) by The
Corporation Tax (Implementation of the Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg.
1(2), Sch. 1 para. 2(2)(b) (with S.I. 2008/1579, reg. 4(1))

F231 Words in s. 140A(1)(b) substituted (with effect in accordance with s. 59(7) of the amending Act) by
Finance (No. 2) Act 2005 (c. 22), s. 59(3)(a)

F232 S. 140A(1A)-(1D) inserted (with effect in accordance with reg. 3(1) of the amending S.I.) by The
Corporation Tax (Implementation of the Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg.
1(2), Sch. 1 para. 2(3) (with S.I. 2008/1579, reg. 4(1))

F233 Words in s. 140A(2)-(4) substituted (with effect in accordance with reg. 3(1) of the amending S.I.) by
The Corporation Tax (Implementation of the Mergers Directive) Regulations 2007 (S.I. 2007/3186),
reg. 1(2), Sch. 1 para. 2(4)(b) (with S.I. 2008/1579, reg. 4(1))

F234 Word in s. 140A(2) substituted (with effect in accordance with s. 155(2) of the amending Act) by
Finance Act 2003 (c. 14), Sch. 27 para. 2(3)

F235 Words in s. 140A(4)(a) substituted (with effect in accordance with reg. 3(1) of the amending S.I.) by
The Corporation Tax (Implementation of the Mergers Directive) Regulations 2007 (S.I. 2007/3186),
reg. 1(2), Sch. 1 para. 2(5) (with S.I. 2008/1579, reg. 4(1))

F236 Words in s. 140A(4)(a) substituted (with effect in accordance with reg. 3(1) of the amending S.I.) by
The Corporation Tax (Implementation of the Mergers Directive) Regulations 2007 (S.I. 2007/3186),
reg. 1(2), Sch. 1 para. 2(4)(a) (with S.I. 2008/1579, reg. 4(1))

F237 S. 140A(5) omitted (with effect in accordance with reg. 3(1) of the amending S.I.) by virtue of The
Corporation Tax (Implementation of the Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg.
1(2), Sch. 1 para. 2(6) (with S.I. 2008/1579, reg. 4(1))

F238 S. 140A(6) omitted (with effect in accordance with reg. 3(1) of the amending S.I.) by virtue of The
Corporation Tax (Implementation of the Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg.
1(2), Sch. 1 para. 2(6) (with S.I. 2008/1579, reg. 4(1))

F239 S. 140A(7) omitted (with effect in accordance with reg. 3(1) of the amending S.I.) by virtue of The
Corporation Tax (Implementation of the Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg.
1(2), Sch. 1 para. 2(6) (with S.I. 2008/1579, reg. 4(1))

Modifications etc. (not altering text)
C77 S. 140A restricted (with effect in accordance with s. 131(4) of the amending Act) by Finance Act 1995

(c. 4), s. 131(1)(2)(a)
C78 S. 140A(1C) modified (temp.) (8.7.2008) by The Corporation Tax (Implementation of the Mergers

Directive) Regulations 2008 (S.I. 2008/1579), regs. 1(2), 6(1), Sch. 4 para. 2(a) (with reg. 6(2))

[F240140BSection 140A: anti-avoidance.

(1) Section 140A shall not apply unless the transfer of the [F241business] or part is effected
for bona fide commercial reasons and does not form part of a scheme or arrangements
of which the main purpose, or one of the main purposes, is avoidance of liability to
income tax, corporation tax or capital gains tax.
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(2) Subsection (1) above shall not apply where, before the transfer, the Board have on the
application of [F242the transferor] and [F243the transferee (or each of the transferees)]
notified those companies that the Board are satisfied that the transfer will be effected
for bona fide commercial reasons and will not form part of any such scheme or
arrangements as are mentioned in that subsection.

(3) Subsections (2) to (5) of section 138 shall have effect in relation to subsection (2)
above as they have effect in relation to subsection (1) of that section.]

Textual Amendments
F240 S. 140B inserted (retrosp.) by 1992 c. 48, s.44
F241 Word in s. 140B(1) substituted (with effect in accordance with reg. 3(1) of the amending S.I.) by The

Corporation Tax (Implementation of the Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg.
1(2), Sch. 1 para. 3(c) (with S.I. 2008/1579, reg. 4(1))

F242 Words in s. 140B(2) substituted (with effect in accordance with reg. 3(1) of the amending S.I.) by The
Corporation Tax (Implementation of the Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg.
1(2), Sch. 1 para. 3(a) (with S.I. 2008/1579, reg. 4(1))

F243 Words in s. 140B(2) substituted (with effect in accordance with reg. 3(1) of the amending S.I.) by The
Corporation Tax (Implementation of the Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg.
1(2), Sch. 1 para. 3(b) (with S.I. 2008/1579, reg. 4(1))

[F244140C[F245Transfer or division of non-UK business]

(1) This section applies where—
(a) a [F246company] resident in the United Kingdom ([F247the transferor]) transfers

to a [F246company] resident in another member State ([F248the transferee]) the
whole or part of a [F249business] which, immediately before the time of the
transfer, [F247the transferor] carried on in a member State other than the United
Kingdom through a [F250permanent establishment],

(b) the transfer includes the whole of the assets of [F247the transferor] used for
the purposes of the [F249business] or part (or the whole of those assets other
than cash),

(c) the transfer is wholly or partly in exchange for [F251shares or debentures]
issued by [F248the transferee] to [F247the transferor],

(d) the aggregate of the chargeable gains accruing to [F247the transferor] on the
transfer exceeds the aggregate of the allowable losses so accruing,

(e) a claim is made under this section by [F247the transferor], and
(f) section 140D does not prevent this section applying.

[
F252(1A)

This section also applies where a company resident in the United Kingdom transfers
part of its business to one or more companies if—

(a) the part of the transferor’s business which is to be transferred is carried on,
immediately before the time of the transfer, by the transferor in a member
State other than the United Kingdom through a permanent establishment,

(b) at least one transferee is resident in a member State other than the United
Kingdom,

(c) the transferor company continues to carry on a business after the transfer,
(d) the conditions in subsection (1)(b), (d), (e) and (f) are satisfied, and
(e) either of the following conditions is satisfied.
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(1B) Condition 1 is that the transfer is made in exchange for the issue of shares in or
debentures of each transferee company to the persons holding shares in or debentures
of the transferor.

(1C) Condition 2 is that the transfer is not made in exchange for the issue of shares in or
debentures of each transferee by reason only, and to the extent only, that a transferee is
prevented from complying with Condition 1 by section 658 of the Companies Act 2006
(rule against limited company acquiring own shares) or by a corresponding provision
of the law of another member State preventing the issue of shares or debentures to
itself.]

(2) In a case where this section applies, this Act shall have effect in accordance with
subsection (3) below.

(3) The allowable losses accruing to [F253the transferor] on the transfer shall be set off
against the chargeable gains so accruing and the transfer shall be treated as giving rise
to a single chargeable gain equal to the aggregate of those gains after deducting the
aggregate of those losses.

(4) No claim may be made under this section as regards a transfer in relation to which a
claim is made under section 140.

(5) In a case where this section applies, [F254section 122 of TIOPA 2010 (tax treated as
chargeable in respect of gains on transfer of non-UK business)] shall also apply.

F255(6) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
F256(7) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
F257(8) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
F258(9) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ]

Textual Amendments
F244 S. 140C inserted (retrosp.) by 1992 c. 48, s. 45
F245 S. 140C heading substituted (with effect in accordance with reg. 3(1) of the amending S.I.) by The

Corporation Tax (Implementation of the Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg.
1(2), Sch. 1 para. 4(6) (with S.I. 2008/1579, reg. 4(1))

F246 Word in s. 140C(1) substituted (with effect in accordance with reg. 3(1) of the amending S.I.) by The
Corporation Tax (Implementation of the Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg.
1(2), Sch. 1 para. 4(2)(c) (with S.I. 2008/1579, reg. 4(1))

F247 Words in s. 140C(1) substituted (with effect in accordance with reg. 3(1) of the amending S.I.) by The
Corporation Tax (Implementation of the Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg.
1(2), Sch. 1 para. 4(2)(a) (with S.I. 2008/1579, reg. 4(1))

F248 Words in s. 140C(1) substituted (with effect in accordance with reg. 3(1) of the amending S.I.) by The
Corporation Tax (Implementation of the Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg.
1(2), Sch. 1 para. 4(2)(b) (with S.I. 2008/1579, reg. 4(1))

F249 Word in s. 140C(1) substituted (with effect in accordance with reg. 3(1) of the amending S.I.) by The
Corporation Tax (Implementation of the Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg.
1(2), Sch. 1 para. 4(2)(d) (with S.I. 2008/1579, reg. 4(1))

F250 Words in s. 140C(1)(a) substituted (with effect in accordance with s. 153(4) of the amending Act) by
Finance Act 2003 (c. 14), s. 153(1)(b)

F251 Words in s. 140C(1)(c) substituted (with effect in accordance with s. 59(7) of the amending Act) by
Finance (No. 2) Act 2005 (c. 22), s. 59(4)(a)
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F252 S. 140C(1A)-(1C) inserted (with effect in accordance with reg. 3(1) of the amending S.I.) by The
Corporation Tax (Implementation of the Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg.
1(2), Sch. 1 para. 4(3) (with S.I. 2008/1579, reg. 4(1))

F253 Words in s. 140C(3) substituted (with effect in accordance with reg. 3(1) of the amending S.I.) by The
Corporation Tax (Implementation of the Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg.
1(2), Sch. 1 para. 4(4) (with S.I. 2008/1579, reg. 4(1))

F254 Words in s. 140C(5) substituted (with effect in accordance with art. 1(3) of the amending S.I.) by The
Tax Law Rewrite Acts (Amendment) Order 2013 (S.I. 2013/463), arts. 1(2), 5

F255 S. 140C(6) omitted (with effect in accordance with reg. 3(1) of the amending S.I.) by virtue of The
Corporation Tax (Implementation of the Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg.
1(2), Sch. 1 para. 4(5) (with S.I. 2008/1579, reg. 4(1))

F256 S. 140C(7) omitted (with effect in accordance with reg. 3(1) of the amending S.I.) by virtue of The
Corporation Tax (Implementation of the Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg.
1(2), Sch. 1 para. 4(5) (with S.I. 2008/1579, reg. 4(1))

F257 S. 140C(8) omitted (17.7.2012) by virtue of Finance Act 2012 (c. 14), Sch. 16 para. 75
F258 S. 140C(9) omitted (with effect in accordance with reg. 3(1) of the amending S.I.) by virtue of The

Corporation Tax (Implementation of the Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg.
1(2), Sch. 1 para. 4(5) (with S.I. 2008/1579, reg. 4(1))

Modifications etc. (not altering text)
C79 S. 140C(1C) modified (temp.) (8.7.2008) by The Corporation Tax (Implementation of the Mergers

Directive) Regulations 2008 (S.I. 2008/1579), regs. 1(2), 6(1), Sch. 4 para. 2(b) (with reg. 6(2))

[F259140DSection 140C: anti-avoidance.

(1) Section 140C shall not apply unless the transfer of the [F260business] or part is effected
for bona fide commercial reasons and does not form part of a scheme or arrangements
of which the main purpose, or one of the main purposes, is avoidance of liability to
income tax, corporation tax or capital gains tax.

(2) Subsection (1) above shall not apply where, before the transfer, the Board have on the
application of [F261the transferor] notified that company that the Board are satisfied
that the transfer will be effected for bona fide commercial reasons and will not form
part of any such scheme or arrangements as are mentioned in that subsection.

(3) Subsections (2) to (5) of section 138 shall have effect in relation to subsection (2)
above as they have effect in relation to subsection (1) of that section.]

Textual Amendments
F259 S. 140D inserted (retrosp.) by 1992 c. 48, s. 45
F260 Word in s. 140D(1) substituted (with effect in accordance with reg. 3(1) of the amending S.I.) by The

Corporation Tax (Implementation of the Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg.
1(2), Sch. 1 para. 5(b) (with S.I. 2008/1579, reg. 4(1))

F261 Words in s. 140D(2) substituted (with effect in accordance with reg. 3(1) of the amending S.I.) by The
Corporation Tax (Implementation of the Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg.
1(2), Sch. 1 para. 5(a) (with S.I. 2008/1579, reg. 4(1))

[F262140DA.Securities issued on division of business

(1) This section applies where—
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(a) a transfer of assets to which section 140A(1A) or 140C(1A) applies has taken
place,

(b) the transferor and the transferee (or each of the transferees) are each resident
in a member State,

(c) they are not all resident in the same State, and
(e) the transfer does not constitute or form part of a scheme of reconstruction

within the meaning of section 136.

(2) Where this section applies, the transfer shall be treated for the purposes of section 136
as if it were a scheme of reconstruction.

(3) Where section 136 applies by virtue of subsection (2) above section 136(6) (and
section 137) shall not apply.]

Textual Amendments
F262 S. 140DA inserted (with effect in accordance with reg. 3(1) of the amending S.I.) by The Corporation

Tax (Implementation of the Mergers Directive) Regulations 2007 (S.I. 2007/3186), reg. 1(2), Sch. 1
para. 6 (with S.I. 2008/1579, reg. 4(1))

[F263Mergers within European Community

Textual Amendments
F263 Ss. 140E-140G and cross-heading substituted (with effect in accordance with reg. 3(2) of the amending

S.I.) by The Corporation Tax (Implementation of the Mergers Directive) Regulations 2007 (S.I.
2007/3186), reg. 1(2), Sch. 2 para. 2

140E Merger leaving assets within UK tax charge

(1) This section applies on a merger which satisfies the conditions specified in
subsection (2), where—

(a) an SE is formed by the merger of two or more companies in accordance with
Articles 2(1) and 17(2)(a) or (b) of Council Regulation (EC) 2157/2001 on
the Statute for a European Company (Societas Europaea),

(b) an SCE is formed by the merger of two or more cooperative societies, at
least one of which is a [F264registered society within the meaning of the Co-
operative and Community Benefit Societies Act 2014 or a society registered
or treated as registered under the Industrial and Provident Societies Act
(Northern Ireland) 1969], in accordance with Articles 2(1) and 19 of Council
Regulation (EC) 1435/2003 on the Statute for a European Cooperative Society
(SCE),

(c) the merger is effected by the transfer by one or more companies of all their
assets and liabilities to a single existing company, or

(d) the merger is effected by the transfer by two or more companies of all their
assets and liabilities to a single new company (other than an SE or an SCE)
in exchange for the issue by the transferee, to each person holding shares in
or debentures of a transferor, of shares or debentures.

(2) The conditions mentioned in subsection (1) are that —
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(a) each of the merging companies is resident in a member State,
(b) the merging companies are not all resident in the same State,
(c) section 139 does not apply to any qualifying transferred assets,
(d) in the case of a merger to which subsection (1)(a), (b) or (c) applies, either─

(i) the transfer of assets and liabilities is made in exchange for the issue
by the transferee, to each person holding shares in or debentures of a
transferor, of shares or debentures, or

(ii) sub-paragraph (i) is not satisfied by reason only, and to the extent
only, that the transferee is prevented from complying with sub-
paragraph (i) by section 658 of the Companies Act 2006 (rule against
limited company acquiring own shares) or a corresponding provision
of the law of another member State preventing the issue of shares or
debentures to itself, and

(e) in the case of a merger to which subsection (1)(c) or (d) applies, in the course
of the merger each transferor ceases to exist without being in liquidation
(within the meaning given by section 247 of the Insolvency Act 1986).

(3) Where this section applies, qualifying transferred assets shall be treated for the
purposes of corporation tax on chargeable gains as if acquired by the transferee for a
consideration resulting in neither gain nor loss for the transferor.

(4) For the purposes of subsections (2) and (3) an asset is a qualifying transferred asset if—
(a) it is transferred to the transferee as part of the process of the merger, and
(b) subsections (5) and (6) are satisfied in respect of it.

(5) This subsection is satisfied in respect of a transferred asset if—
(a) the transferor is resident in the United Kingdom at the time of the transfer, or
(b) any gain that would have accrued to the transferor, had it disposed of the asset

immediately before the time of the transfer, would have been a chargeable
gain forming part of the transferor’s chargeable profits in accordance with
section 10B.

(6) This subsection is satisfied in respect of a transferred asset if—
(a) the transferee is resident in the United Kingdom at the time of the transfer, or
(b) any gain that would accrue to the transferee were it to dispose of the asset

immediately after the transfer would be a chargeable gain forming part of the
transferee’s chargeable profits in accordance with section 10B.

(7) If subsection (2)(d)(ii) applies in relation to a transfer of assets and liabilities on a
merger (in whole or in part), sections 24 and 122 do not apply.

(8) This section does not apply in relation to a merger if—
(a) it is not effected for bona fide commercial reasons, or
(b) it forms part of a scheme or arrangements of which the main purpose, or one

of the main purposes, is avoiding liability to corporation tax, capital gains tax
or income tax,

and section 138 (clearance in advance) shall apply to this subsection as it
applies to section 137 (with any necessary modifications).

(9) In this section—
(a) “cooperative society” means a [F265registered society within the meaning

of the Co-operative and Community Benefit Societies Act 2014, a society
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registered or treated as registered under the Industrial and Provident Societies
Act (Northern Ireland) 1969] or a similar society established in accordance
with the law of a member State other than the United Kingdom,

(b) “transferor” means—
(i) in relation to a merger to which subsection (1)(a) applies, each

company merging to form the SE,
(ii) in relation to a merger to which subsection (1)(b) applies, each

cooperative society merging to form the SCE, and
(iii) in relation to a merger to which subsection (1)(c) or (d) applies, each

company transferring all of its assets and liabilities,
(c) “transferee” means—

(i) in relation to a merger to which subsection (1)(a) applies, the SE,
(ii) in relation to a merger to which subsection (1)(b) applies, the SCE,

and
(iii) in relation to a merger to which subsection (1)(c) or (d) applies, the

company to which assets and liabilities are transferred, and
(d) references in subsections (1)(c) and (2) to (7) to a company include references

to a cooperative society.

Textual Amendments
F264 Words in s. 140E(1)(b) substituted (1.8.2014) by Co-operative and Community Benefit Societies Act

2014 (c. 14), s. 154, Sch. 4 para. 47(2) (with Sch. 5) (as amended (1.8.2014) by Finance Act 2014
(c. 26), Sch. 39 paras. 3(a), 15)

F265 Words in s. 140E(9)(a) substituted (1.8.2014) by Co-operative and Community Benefit Societies Act
2014 (c. 14), s. 154, Sch. 4 para. 47(3) (with Sch. 5) (as amended (1.8.2014) by Finance Act 2014
(c. 26), Sch. 39 paras. 3(b), 15)

Modifications etc. (not altering text)
C80 S. 140E(2)(d) modified (temp.) (8.7.2008) by The Corporation Tax (Implementation of the Mergers

Directive) Regulations 2008 (S.I. 2008/1579), regs. 1(2), 6(1), Sch. 4 para. 2(c) (with reg. 6(2))

140F Merger: assets outside UK tax charge

(1) This section applies on a merger which satisfies the conditions specified in
subsection (2), where—

(a) an SE is formed by the merger of two or more companies in accordance with
Articles 2(1) and 17(2)(a) or (b) of Council Regulation (EC) 2157/2001 on
the Statute for a European Company (Societas Europaea),

(b) an SCE is formed by the merger of two or more cooperative societies, at
least one of which is a [F266registered society within the meaning of the Co-
operative and Community Benefit Societies Act 2014 or a society registered
or treated as registered under the Industrial and Provident Societies Act
(Northern Ireland) 1969], in accordance with Articles 2(1) and 19 of Council
Regulation (EC) 1435/2003 on the Statute for a European Cooperative Society
(SCE),

(c) the merger is effected by the transfer by one or more companies of all their
assets and liabilities to a single existing company, or

(d) the merger is effected by the transfer by two or more companies of all their
assets and liabilities to a single new company (other than an SE or an SCE)
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in exchange for the issue by the transferee, to each person holding shares in
or debentures of a transferor, of shares or debentures.

(2) The conditions mentioned in subsection (1) are that—
(a) each merging company is resident in a member State,
(b) the merging companies are not all resident in the same State,
(c) in the course of the merger a company resident in the United Kingdom

(“company A”) transfers to a company resident in another member State
(“company B”) all assets and liabilities relating to a business which company
A carried on in a member State other than the United Kingdom through a
permanent establishment,

(d) the aggregate of the chargeable gains accruing to company A on the transfer
exceeds the aggregate of any allowable losses so accruing, F267...

(e) in the case of a merger to which subsection (1)(a), (b) or (c) applies, either─
(i) the transfer of assets and liabilities is made in exchange for the issue

by the transferee, to each person holding shares in or debentures of a
transferor, of shares or debentures, or

(ii) sub-paragraph (i) is not satisfied by reason only, and to the extent
only, that the transferee is prevented from complying with sub-
paragraph (i) by section 658 of the Companies Act 2006 (rule against
limited company acquiring own shares) or a corresponding provision
of the law of another member State preventing the issue of shares or
debentures to itself [F268and

(f) in the case of a merger to which subsection (1)(c) or (d) applies, in the course
of the merger each transferor ceases to exist without being in liquidation
(within the meaning given by section 247 of the Insolvency Act 1986 (c.55)).]

(3) Where this section applies, for the purposes of this Act—
(a) the allowable losses accruing to company A on the transfer shall be set off

against the chargeable gains so accruing, and
(b) the transfer shall be treated as giving rise to a single chargeable gain equal to

the aggregate of those gains after deducting the aggregate of those losses.

(4) Where this section applies, [F269section 122 of TIOPA 2010 (tax treated as chargeable
in respect of gains on transfer of non-UK business)] shall also apply.

(5) Subsections (8) and (9) of section 140E apply for the purposes of this section as they
apply for the purposes of that section.

Textual Amendments
F266 Words in s. 140F(1)(b) substituted (1.8.2014) by Co-operative and Community Benefit Societies

Act 2014 (c. 14), s. 154, Sch. 4 para. 48 (with Sch. 5) (as amended (1.8.2014) by Finance Act 2014
(c. 26), Sch. 39 paras. 4, 15)

F267 Word in s. 140F(2)(d) omitted (with effect in accordance with reg. 3 of the amending S.I.) by virtue of
The Corporation Tax (Implementation of the Mergers Directive) Regulations 2008 (S.I. 2008/1579),
reg. 1(2), Sch. 1 para. 3(a)

F268 S. 140F(2)(f) and preceding word inserted (with effect in accordance with reg. 3 of the amending S.I.)
by The Corporation Tax (Implementation of the Mergers Directive) Regulations 2008 (S.I. 2008/1579),
reg. 1(2), Sch. 1 para. 3(b)

F269 Words in s. 140F(4) substituted (with effect in accordance with art. 1(3) of the amending S.I.) by The
Tax Law Rewrite Acts (Amendment) Order 2013 (S.I. 2013/463), arts. 1(2), 6
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Modifications etc. (not altering text)
C81 S. 140F(2)(e) modified (temp.) (8.7.2008) by The Corporation Tax (Implementation of the Mergers

Directive) Regulations 2008 (S.I. 2008/1579), regs. 1(2), 6(1), Sch. 4 para. 2(d) (with reg. 6(2))

140G Treatment of securities issued on merger

(1) This section applies on a merger which satisfies the conditions specified in
subsection (2), where—

(a) an SE is formed by the merger of two or more companies in accordance with
Articles 2(1) and 17(2)(a) or (b) of Council Regulation (EC) 2157/2001 on
the Statute for a European Company (Societas Europaea),

(b) an SCE is formed by the merger of two or more cooperative societies, at
least one of which is a [F270registered society within the meaning of the Co-
operative and Community Benefit Societies Act 2014 or a society registered
or treated as registered under the Industrial and Provident Societies Act
(Northern Ireland) 1969], in accordance with Articles 2(1) and 19 of Council
Regulation (EC) 1435/2003 on the Statute for a European Cooperative Society
(SCE),

(c) the merger is effected by the transfer by one or more companies of all their
assets and liabilities to a single existing company in exchange for the issue by
the transferee, to each person holding shares in or debentures of a transferor,
of shares or debentures, or

(d) the merger is effected by the transfer by two or more companies of all their
assets and liabilities to a single new company (other than an SE or an SCE)
in exchange for the issue by the transferee, to each person holding shares in
or debentures of a transferor, of shares or debentures.

(2) The conditions mentioned in subsection (1) are that—
(a) each of the merging companies is resident in a member State,
(b) the merging companies are not all resident in the same State, and
(c) the merger does not constitute or form part of a scheme of reconstruction

within the meaning of section 136.

(3) Where this section applies, the merger shall be treated for the purposes of section 136
as if it were a scheme of reconstruction.

(4) Where section 136 applies by virtue of subsection (3) above section 136(6) (and
section 137) shall not apply.

(5) Subsections (8) and (9) of section 140E apply for the purposes of this section as they
apply for the purposes of that section.]

Textual Amendments
F270 Words in s. 140G(1)(b) substituted (1.8.2014) by Co-operative and Community Benefit Societies

Act 2014 (c. 14), s. 154, Sch. 4 para. 49 (with Sch. 5) (as amended (1.8.2014) by Finance Act 2014
(c. 26), Sch. 39 paras. 5, 15)

[F271140GA.Disapplication of sections 24 and 122 where subsidiary merges with its parent

Sections 24 and 122 do not apply if—
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(a) a merger is effected by the transfer by a company (“the transferor company”)
of all of its assets and liabilities to a single company that holds the whole of
the ordinary share capital in the transferor company,

(b) each merging company is resident in a member State,
(c) the merging companies are not all resident in the same State,
(d) section 139 does not apply in relation to the transfer, and
(e) in the course of the merger the transferor company ceases to exist without

being in liquidation (within the meaning given by section 247 of the
Insolvency Act 1986 (c. 55).]

Textual Amendments
F271 S. 140GA inserted (with effect in accordance with reg. 3 of the amending S.I.) by The Corporation Tax

(Implementation of the Mergers Directive) Regulations 2008 (S.I. 2008/1579), reg. 1(2), Sch. 1 para.
4

[F272Transparent entities: disapplication of reliefs related to Mergers Directive

Textual Amendments
F272 Ss. 140H-140L and cross-heading inserted (with effect in accordance with reg. 3(3) of the amending

S.I.) by The Corporation Tax (Implementation of the Mergers Directive) Regulations 2007 (S.I.
2007/3186), reg. 1(2), Sch. 3 para. 1 (with S.I. 2008/1579, reg. 4(2))

140H. Share exchanges

(1) This section applies if—
(a) a company (“company B”) issues shares or debentures to a person in exchange

for shares in or debentures of another company (“company A”),
(b) the exchange falls within one of the cases specified in section 135(2), and
(c) either company B or company A or both is a transparent entity.

(2) Where this section applies—
(a) “company” in section 135 shall be treated as meaning an entity listed in

[F273Part A of Annex I] to the Mergers Directive, and
(b) section 135(3) does not apply.

(3) If, as a result of an exchange in relation to which this section applies, a gain accruing
to a person holding shares in or debentures of company A on the exchange would,
but for the Mergers Directive, have been chargeable to tax under the law of a member
State other than the United Kingdom, [F274Part 2 of TIOPA 2010] (double taxation
relief), including any [F275double taxation relief arrangements], shall apply as if that
tax, calculated in accordance with subsection (4), had been chargeable.

(4) Tax is calculated in accordance with this subsection if—
(a) so far as permitted under the law of the relevant member State, losses arising

on the exchange are set against gains arising on the exchange, and
(b) any relief available to company A under that law has been claimed.
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Textual Amendments
F273 Words in s. 140H(2)(a) substituted (1.7.2011) by The Corporation Tax (Implementation of the Mergers

Directive) Regulations 2011 (S.I. 2011/1431), regs. 1(2), 2(2)
F274 Words in s. 140H(3) substituted (with effect in accordance with s. 381(1) of the amending Act) by

Taxation (International and Other Provisions) Act 2010 (c. 8), s. 381(1), Sch. 8 para. 44(a) (with Sch.
9 paras. 1-9, 22)

F275 Words in s. 140H(3) substituted (with effect in accordance with s. 381(1) of the amending Act) by
Taxation (International and Other Provisions) Act 2010 (c. 8), s. 381(1), Sch. 8 para. 44(b) (with Sch.
9 paras. 1-9, 22)

140I. Division of business or transfer of assets

(1) This section applies in relation to a transfer of a business, or part of a business, where—
(a) the transfer is of a kind [F276mentioned in section 140A(1) or (1A) (or which

would be of such a kind] if the business, or the part of the business, transferred
were carried on by the transferor in the United Kingdom and the condition
mentioned in section 140A(1)(e) were satisfied in relation to the transferee,
or each of the transferees), and

(b) either the transferor or the transferee, or one of the transferees, is a transparent
entity.

(2) Where this section applies—
(a) if the transferor is a transparent entity, sections 140A and 140DA do not apply

in relation to the transfer;
(b) if a transferee is a transparent entity, section 140DA does not apply in relation

to the transfer to it.

(3) If, as a result of a transfer in relation to which this section applies, a transfer gain
would, but for the Mergers Directive, have been chargeable to tax under the law of
a member State other than the United Kingdom, [F277Part 2 of TIOPA 2010] (double
taxation relief), including any [F278double taxation relief arrangements], shall apply as
if that tax, calculated in accordance with subsection (5), had been chargeable.

(4) In subsection (3) “transfer gain” means a gain accruing to a transparent entity (or
which would be treated as accruing to that entity were it not transparent) by reason of
the transfer of assets by the transparent entity to the transferee.

(5) Tax is calculated in accordance with this subsection if—
(a) so far as permitted under the law of the relevant member State, losses arising

on the transfer are set against gains arising on the transfer, and
(b) any relief available under that law has been claimed.

Textual Amendments
F276 Words in s. 140I(1)(a) substituted (with effect in accordance with reg. 3 of the amending S.I.) by The

Corporation Tax (Implementation of the Mergers Directive) Regulations 2008 (S.I. 2008/1579), reg.
1(2), Sch. 1 para. 5

F277 Words in s. 140I(3) substituted (with effect in accordance with s. 381(1) of the amending Act) by
Taxation (International and Other Provisions) Act 2010 (c. 8), s. 381(1), Sch. 8 para. 44(a) (with Sch.
9 paras. 1-9, 22)

http://www.legislation.gov.uk/id/uksi/2011/1431
http://www.legislation.gov.uk/id/uksi/2011/1431
http://www.legislation.gov.uk/id/uksi/2011/1431/regulation/1/2
http://www.legislation.gov.uk/id/uksi/2011/1431/regulation/2/2
http://www.legislation.gov.uk/id/ukpga/2010/8
http://www.legislation.gov.uk/id/ukpga/2010/8/section/381/1
http://www.legislation.gov.uk/id/ukpga/2010/8/schedule/8/paragraph/44/a
http://www.legislation.gov.uk/id/ukpga/2010/8/schedule/9/paragraph/1
http://www.legislation.gov.uk/id/ukpga/2010/8/schedule/9/paragraph/1
http://www.legislation.gov.uk/id/ukpga/2010/8/schedule/9/paragraph/22
http://www.legislation.gov.uk/id/ukpga/2010/8
http://www.legislation.gov.uk/id/ukpga/2010/8/section/381/1
http://www.legislation.gov.uk/id/ukpga/2010/8/schedule/8/paragraph/44/b
http://www.legislation.gov.uk/id/ukpga/2010/8/schedule/9/paragraph/1
http://www.legislation.gov.uk/id/ukpga/2010/8/schedule/9/paragraph/1
http://www.legislation.gov.uk/id/ukpga/2010/8/schedule/9/paragraph/22
http://www.legislation.gov.uk/id/uksi/2008/1579
http://www.legislation.gov.uk/id/uksi/2008/1579
http://www.legislation.gov.uk/id/uksi/2008/1579/regulation/1/2
http://www.legislation.gov.uk/id/uksi/2008/1579/regulation/1/2
http://www.legislation.gov.uk/id/uksi/2008/1579/schedule/1/paragraph/5
http://www.legislation.gov.uk/id/ukpga/2010/8
http://www.legislation.gov.uk/id/ukpga/2010/8/section/381/1
http://www.legislation.gov.uk/id/ukpga/2010/8/schedule/8/paragraph/44/a
http://www.legislation.gov.uk/id/ukpga/2010/8/schedule/9/paragraph/1
http://www.legislation.gov.uk/id/ukpga/2010/8/schedule/9/paragraph/1
http://www.legislation.gov.uk/id/ukpga/2010/8/schedule/9/paragraph/22


Taxation of Chargeable Gains Act 1992 (c. 12)
Part IV – Shares, securities, options etc.
Chapter II – Reorganisation of share capital, conversion of securities etc.
Document Generated: 2024-06-12

79

Status: Point in time view as at 15/03/2018.
Changes to legislation: Taxation of Chargeable Gains Act 1992, Part IV is up to date with all changes known to

be in force on or before 12 June 2024. There are changes that may be brought into force at a future date. Changes
that have been made appear in the content and are referenced with annotations. (See end of Document for details)

F278 Words in s. 140I(3) substituted (with effect in accordance with s. 381(1) of the amending Act) by
Taxation (International and Other Provisions) Act 2010 (c. 8), s. 381(1), Sch. 8 para. 44(b) (with Sch.
9 paras. 1-9, 22)

140J. Mergers

(1) This section applies in relation to a merger if—
(a) the merger is of a kind [F279mentioned in section 140E(1)],
(b) the conditions in section 140E(2) are satisfied in relation to the merger, and
(c) one or more of the merging companies is a transparent entity.

(2) Where this section applies—
(a) if the assets and liabilities of a transparent entity are transferred to another

company by reason of the merger, sections 140E and 140G shall not apply;
(b) if the assets and liabilities of one or more other companies are transferred to

a transparent entity by reason of the merger section 140G shall not apply.

(3) If, as a result of a merger in relation to which this section applies, a merger gain would,
but for the Mergers Directive, have been chargeable to tax under the law of a member
State other than the United Kingdom, [F280Part 2 of TIOPA 2010] (double taxation
relief), including any [F281double taxation relief arrangements] shall apply as if that
tax, calculated in accordance with subsection (5), had been chargeable.

(4) In subsection (3) “merger gain” means a gain accruing to a transparent entity (or which
would be treated as accruing to that entity were it not transparent) by reason of the
transfer of assets by the transparent entity to another company on the merger.

(5) Tax is calculated in accordance with this subsection if—
(a) so far as permitted under the law of the relevant member State, losses arising

on the merger are set against gains arising on the merger, and
(b) any relief available under that law has been claimed.

Textual Amendments
F279 Words in s. 140J(1)(a) substituted (with effect in accordance with reg. 3 of the amending S.I.) by The

Corporation Tax (Implementation of the Mergers Directive) Regulations 2008 (S.I. 2008/1579), reg.
1(2), Sch. 1 para. 6

F280 Words in s. 140J(3) substituted (with effect in accordance with s. 381(1) of the amending Act) by
Taxation (International and Other Provisions) Act 2010 (c. 8), s. 381(1), Sch. 8 para. 44(a) (with Sch.
9 paras. 1-9, 22)

F281 Words in s. 140J(3) substituted (with effect in accordance with s. 381(1) of the amending Act) by
Taxation (International and Other Provisions) Act 2010 (c. 8), s. 381(1), Sch. 8 para. 44(b) (with Sch.
9 paras. 1-9, 22)

140K. Transparent entities: taxation after merger, &c

(1) This section applies if—
(a) a transparent entity (“company A”) is a transferee for the purposes of

section 140A(1A) or 140E,
(b) a person (“X”) with an interest in company A was or is also a shareholder or

debenture holder of a company (“company B”),
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(c) X became entitled to an interest, or an increased interest, in company A in
exchange for a disposal of shares in, or debentures of, company B on a merger
to which section 140E applied or on a transfer to which section 140A(1A)
applied,

(d) a chargeable gain accrued to X on the disposal of shares in or debentures of
company B,

(e) in calculating the gain on the shares or debentures account was taken of the
value of an asset of company B, and

(f) X makes a disposal of his interest in the asset.

(2) In computing the gain accruing to X on a disposal to which subsection (1)(f) applies,
the sum allowable as a deduction in accordance with section 38(1)(a) in relation to the
interest, or the proportion of the interest, which X acquired on the merger or transfer
shall be the value taken into account in computing the gain on the disposal of his shares
in, or debentures of, company B.

(3) In this section a reference to an interest in company A includes—
(a) an interest in the assets of company A,
(b) shares in company A, and
(c) debentures of company A.

140L. Interpretation

(1) In sections 140A to 140K [F282and this section], unless the contrary intention appears—
(a) “the Mergers Directive” means Council Directive [F2832009/133/EC,]
(b) “company” means an entity listed as a company in [F284Part A of Annex I] to

the Mergers Directive, and
(c) “transparent entity” means an entity which is resident in a member State other

than the United Kingdom and is listed as a company in [F284Part A of Annex
I] to the Mergers Directive, but—

(i) does not have an ordinary share capital (within the meaning given by
[F285section 1119 of CTA 2010]), and

(ii) if it were resident in the United Kingdom, would not be capable of
being a company within the meaning given by the Companies Act
2006.

(2) For the purposes of those sections and subsection (1) above, a company is resident in
a member State if—

(a) it is within a charge to tax under the law of the State as being resident for that
purpose, and

(b) it is not regarded, for the purpose of any double taxation relief arrangements to
which the State is a party, as resident in a territory not within a member State.]

Textual Amendments
F282 Words in s. 140L(1) inserted (with effect in accordance with reg. 3 of the amending S.I.) by The

Corporation Tax (Implementation of the Mergers Directive) Regulations 2008 (S.I. 2008/1579), reg.
1(2), Sch. 1 para. 7

F283 Words in s. 140L(1)(a) substituted (1.7.2011) by The Corporation Tax (Implementation of the Mergers
Directive) Regulations 2011 (S.I. 2011/1431), regs. 1(2), 2(3)(a)
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F284 Words in s. 140L(1)(b)(c) substituted (1.7.2011) by The Corporation Tax (Implementation of the
Mergers Directive) Regulations 2011 (S.I. 2011/1431), regs. 1(2), 2(3)(b)

F285 Words in s. 140L(1)(c)(i) substituted (with effect in accordance with s. 1184(1) of the amending Act)
by Corporation Tax Act 2010 (c. 4), s. 1184(1), Sch. 1 para. 235 (with Sch. 2)

CHAPTER III

MISCELLANEOUS PROVISIONS RELATING TO
COMMODITIES, FUTURES, OPTIONS AND OTHER SECURITIES

[F286142 Capital gains on stock dividends.

(1) This section applies where any share capital to which [F287section 410(2), (3) or (4) of
ITTOIA 2005 applies] in respect of shares in the company held by any person.

(2) The case shall not constitute a reorganisation of the company’s share capital for the
purposes of sections 126 to 128.

(3) The person who acquires the share capital by means of its issue shall (notwithstanding
section 17(1)) be treated for the purposes of section 38(1)(a) as having acquired
that asset for a consideration equal to [F288the cash equivalent of the share capital in
accordance with section 412 of ITTOIA 2005].]

Textual Amendments
F286 S. 142 substituted for ss. 141, 142 (with application in accordance with s. 126(2) of the amending Act)

by Finance Act 1998 (c. 36), s. 126(1)
F287 Words in s. 142(1) substituted (with effect in accordance with s. 883(1) of the amending Act) by

Income Tax (Trading and Other Income) Act 2005 (c. 5), s. 883(1), Sch. 1 para. 434(2) (with Sch. 2)
F288 Words in s. 142(3) substituted (with effect in accordance with s. 883(1) of the amending Act) by

Income Tax (Trading and Other Income) Act 2005 (c. 5), s. 883(1), Sch. 1 para. 434(3) (with Sch. 2)

[F289142AREITs: chargeable gains on stock dividends

(1) This section applies if share capital issued in lieu of a cash dividend by—
(a) a company UK REIT, or
(b) the principal company of a group UK REIT,

is attributed as mentioned in section 550(2)(a), (c) or (d) of CTA 2010 (attribution of
distributions).

(2) The case shall not constitute a reorganisation of the company's share capital for the
purposes of sections 126 to 128.

(3) The person who acquires the share capital by means of its issue shall (notwithstanding
section 17(1)) be treated for the purposes of section 38(1)(a) as having acquired that
asset for a consideration equal to the cash equivalent of the share capital.

(4) Section 414A(2) to (4) of ITTOIA 2005 (meaning of “share capital issued in lieu of a
cash dividend”) applies for the purposes of this section as it applies for the purposes
of Chapter 5 of Part 4 of that Act.
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(5) Section 412(1), (2), (4) and (5) of that Act (meaning of “cash equivalent of share
capital”) applies for the purposes of this section as it applies in relation to share capital
issued as mentioned in section 410(1)(a) of that Act.

(6) In this section “company UK REIT” and “principal company of a group UK REIT” are
to be read in accordance with Part 12 of CTA 2010 (Real Estate Investment Trusts).]

Textual Amendments
F289 S. 142A inserted (with effect in accordance with Sch. 4 para. 12 of the amending Act) by Finance

(No. 3) Act 2010 (c. 33), Sch. 4 para. 1

143 Commodity and financial futures and qualifying options.

(1) If, apart from [F290section 981 of CTA 2009][F291and section 779 of ITTOIA 2005],
gains arising to any person in the course of dealing in commodity or financial futures
or in qualifying options would constitute, for the purposes of the Tax Acts, profits or
gains [F292chargeable to tax—

(a) under [F293Chapter 8 of Part 10 of CTA 2009], or
(b) under Chapter 8 of Part 5 of ITTOIA 2005,

then] his outstanding obligations under any futures contract entered into in the course
of that dealing and any qualifying option granted or acquired in the course of that
dealing shall be regarded as assets to the disposal of which this Act applies.

(2) In subsection (1) above—
(a) “commodity or financial futures” means commodity futures or financial

futures which are for the time being dealt in on a recognised futures exchange;
and

(b) “qualifying option” means a traded option or financial option as defined in
section 144(8).

(3) Notwithstanding the provisions of subsection (2)(a) above, where, otherwise than in
the course of dealing on a recognised futures exchange—

(a) an authorised person F294... enters into a commodity or financial futures
contract with another person, or

(b) the outstanding obligations under a commodity or financial futures contract to
which an authorised person F294... is a party are brought to an end by a further
contract between the parties to the futures contract,

then, except in so far as any gain or loss arising to any person from that transaction
arises in the course of a trade, that gain or loss shall be regarded for the purposes
of subsection (1) above as arising to him in the course of dealing in commodity or
financial futures.

F295(4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

(5) For the purposes of this Act, where, in the course of dealing in commodity or financial
futures, a person who has entered into a futures contract closes out that contract by
entering into another futures contract with obligations which are reciprocal to those
of the first-mentioned contract, that transaction shall constitute the disposal of an
asset (namely, his outstanding obligations under the first-mentioned contract) and,
accordingly—
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(a) any money or money’s worth received by him on that transaction shall
constitute consideration for the disposal; and

(b) any money or money’s worth paid or given by him on that transaction shall
be treated as incidental costs to him of making the disposal.

[F296(6) In any case where, in the course of dealing in commodity or financial futures, a person
has entered into a futures contract and—

(a) he has not closed out the contract (as mentioned in subsection (5) above), and
(b) he becomes entitled to receive or liable to make a payment, whether under

the contract or otherwise, in full or partial settlement of any obligations under
the contract,

then, for the purposes of this Act, he shall be treated as having disposed of an asset
(namely, that entitlement or liability) and the payment received or made by him shall
be treated as consideration for the disposal or, as the case may be, as incidental costs
to him of making the disposal.

(7) Section 46 shall not apply to obligations under—
(a) a commodity or financial futures contract which is entered into by a person in

the course of dealing in such futures on a recognised futures exchange; or
(b) a commodity or financial futures contract to which an authorised person F297...

is a party.

[F298(8) In this section “authorised person” means a person who—
(a) falls within section 31(1)(a), (b) or (c) of the Financial Services and Markets

Act 2000, and
(b) has permission under that Act to carry on one or more of the activities

specified in Article 14 and, in so far as it applies to that Article, Article 64
of the Financial Services and Markets Act 2000 (Regulated Activities) Order
2001.]]

Textual Amendments
F290 Words in s. 143(1) substituted (with effect in accordance with s. 1329(1) of the amending Act) by

Corporation Tax Act 2009 (c. 4), s. 1329(1), Sch. 1 para. 369(a) (with Sch. 2 Pts. 1, 2)
F291 Words in s. 143(1) inserted (with effect in accordance with art. 1(3)(4) of the amending S.I.) by The

Income Tax (Trading and Other Income) Act 2005 (Consequential Amendments) Order 2006 (S.I.
2006/959), arts. 1(2), 3(2)(a)

F292 Words in s. 143(1) substituted (with effect in accordance with art. 1(3)(4) of the amending S.I.) by
The Income Tax (Trading and Other Income) Act 2005 (Consequential Amendments) Order 2006 (S.I.
2006/959), arts. 1(2), 3(2)(b)

F293 Words in s. 143(1)(a) substituted (with effect in accordance with s. 1329(1) of the amending Act) by
Corporation Tax Act 2009 (c. 4), s. 1329(1), Sch. 1 para. 369(b) (with Sch. 2 Pts. 1, 2)

F294 Words in s. 143(3)(a)(b) omitted (1.12.2001) by virtue of The Financial Services and Markets Act
2000 (Consequential Amendments) (Taxes) Order 2001 (S.I. 2001/3629), arts. 1(2)(a), 64(2)

F295 S. 143(4) repealed (with effect in accordance with s. 95(2) of the amending Act) by Finance Act 1994
(c. 9), s. 95(1), Sch. 26 Pt. V(9)

F296 S. 143(6)(7)(8) substituted for s. 143(6) (with effect in accordance with s. 95(2) of the amending Act)
by Finance Act 1994 (c. 9), s. 95(1)

F297 Words in s. 143(7)(b) omitted (1.12.2001) by virtue of The Financial Services and Markets Act 2000
(Consequential Amendments) (Taxes) Order 2001 (S.I. 2001/3629), arts. 1(2)(a), 64(2)

F298 S. 143(8) substituted (1.12.2001) by The Financial Services and Markets Act 2000 (Consequential
Amendments) (Taxes) Order 2001 (S.I. 2001/3629), arts. 1(2)(a), 64(3)
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Modifications etc. (not altering text)
C82 S. 143(5)(6) applied (with effect in accordance with s. 883(1) of the amending Act) by Income Tax

(Trading and Other Income) Act 2005 (c. 5), ss. 562(1), 883(1) (with s. 563, Sch. 2)

144 Options and forfeited deposits.

(1) Without prejudice to section 21, the grant of an option, and in particular—
(a) the grant of an option in a case where the grantor binds himself to sell what

he does not own, and because the option is abandoned, never has occasion
to own, and

(b) the grant of an option in a case where the grantor binds himself to buy what,
because the option is abandoned, he does not acquire,

is the disposal of an asset (namely of the option), but subject to the following
provisions of this section as to treating the grant of an option as part of a larger
transaction.

(2) If an option is exercised, the grant of the option and the transaction entered into by
the grantor in fulfilment of his obligations under the option shall be treated as a single
transaction and accordingly—

(a) if the option binds the grantor to sell, the consideration for the option is part
of the consideration for the sale, and

(b) if the option binds the grantor to buy, the consideration for the option shall
be deducted from the cost of acquisition incurred by the grantor in buying in
pursuance of his obligations under the option.

(3) The exercise of an option by the person for the time being entitled to exercise it shall
not constitute the disposal of an asset by that person, but, if an option is exercised
then the acquisition of the option (whether directly from the grantor or not) and the
transaction entered into by the person exercising the option in exercise of his rights
under the option shall be treated as a single transaction and accordingly—

(a) if the option binds the grantor to sell, the cost of acquiring the option shall be
part of the cost of acquiring what is sold, and

(b) if the option binds the grantor to buy, the cost of the option shall be treated as
a cost incidental to the disposal of what is bought by the grantor of the option.

(4) The abandonment of—
(a) a quoted option to subscribe for shares in a company, or
(b) a traded option or financial option, or
(c) an option to acquire assets exercisable by a person intending to use them, if

acquired, for the purpose of a trade carried on by him,
shall constitute the disposal of an asset (namely of the option); but the abandonment
of any other option by the person for the time being entitled to exercise it shall not
constitute the disposal of an asset by that person.

(5) This section shall apply in relation to an option binding the grantor both to sell and to
buy as if it were 2 separate options with half the consideration attributed to each.

(6) In this section references to an option include references to an option binding the
grantor to grant a lease for a premium, or enter into any other transaction which is
not a sale, and references to buying and selling in pursuance of an option shall be
construed accordingly.
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(7) This section shall apply in relation to a forfeited deposit of purchase money or
other consideration money for a prospective purchase or other transaction which is
abandoned as it applies in relation to the consideration for an option which binds the
grantor to sell and which is not exercised.

(8) In subsection (4) above and sections 146 and 147—
(a) “quoted option” means an option which, at the time of the abandonment or

other disposal, is [F299listed on] a recognised stock exchange;
(b) “traded option” means an option which, at the time of the abandonment or

other disposal, is [F300listed] on a recognised stock exchange or a recognised
futures exchange; and

(c) “financial option” means an option which is not a traded option, as defined in
paragraph (b) above, but which, subject to subsection (9) below—

(i) relates to currency, shares, securities or an interest rate and is
granted (otherwise than as agent) by a member of a recognised stock
exchange, by an [F301authorised person within the meaning given by
section 143(8)]; or

(ii) relates to shares or securities which are dealt in on a recognised stock
exchange and is granted by a member of such an exchange, acting as
agent; or

(iii) relates to currency, shares, securities or an interest rate and is granted
to such an authorised person F302... as is referred to in sub-paragraph (i)
above and concurrently and in association with an option falling
within that sub-paragraph which is granted by that authorised person
F302... to the grantor of the first-mentioned option; or

(iv) relates to shares or securities which are dealt in on a recognised stock
exchange and is granted to a member of such an exchange, including
such a member acting as agent.

(9) If the Treasury by order so provide, an option of a description specified in the order
shall be taken to be within the definition of “financial option" in subsection (8)(c)
above.

Textual Amendments
F299 Words in s. 144(8)(a) substituted (19.7.2007) by Finance Act 2007 (c. 11), Sch. 26 para. 8(3)
F300 Word in s. 144(8)(b) substituted (with effect in accordance with Sch. 38 para. 10(3) of the amending

Act) by Finance Act 1996 (c. 8), Sch. 38 para. 10(2)(a)
F301 Words in s. 144(8)(c)(i) substituted (1.12.2001) by The Financial Services and Markets Act 2000

(Consequential Amendments) (Taxes) Order 2001 (S.I. 2001/3629), arts. 1(2)(a), 65(a)
F302 Words in s. 144(8)(c)(iii) omitted (1.12.2001) by virtue of The Financial Services and Markets Act

2000 (Consequential Amendments) (Taxes) Order 2001 (S.I. 2001/3629), arts. 1(2)(a), 65(b)

Modifications etc. (not altering text)
C83 S. 144 extended (27.7.1993) by 1993 c. 37, s. 12, Sch. 2 Pt. I para. 26(2)
C84 S. 144 modified (19.9.1994) by Coal industry Act 1994 (c. 21), s. 68(4), Sch. 4 para. 6(1)(2) (with

Sch. 4 paras. 6(4), 14); S.I. 1994/2189, art. 2, Sch.
C85 S. 144 applied (with effect in accordance with s. 883(1) of the amending Act) by Income Tax (Trading

and Other Income) Act 2005 (c. 5), ss. 562(1), 883(1) (with s. 563, Sch. 2)
C86 S. 144(2) applied (with effect in accordance with s. 1329(1) of the affecting Act) by Corporation Tax

Act 2009 (c. 4), ss. 653(2), 1329(1) (with Pts. 1, 2, Sch. 2 para. 94)
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[F303144ZAApplication of market value rule in case of exercise of option

(1) [F304Subject to section 144ZB,] This section applies where—
(a) an option is exercised, so that by virtue of section 144(2) or (3) the grant or

acquisition of the option and the transaction resulting from its exercise are
treated as a single transaction, and

(b) section 17(1) (“the market value rule”) applies, or would apply but for this
section, in relation to—

(i) the grant of the option,
(ii) the acquisition of the option (whether directly from the grantor or not)

by the person exercising it, or
(iii) the transaction resulting from its exercise.

(2) If the option binds the grantor to sell—
(a) the market value rule does not apply for determining the consideration for the

sale, except, where the rule applies for determining the consideration for the
option, to that extent (in accordance with section 144(2)(a));

(b) the market value rule does not apply for determining the cost to the person
exercising the option of acquiring what is sold, except, where the rule applies
for determining the cost of acquiring the option, to that extent (in accordance
with section 144(3)(a)).

(3) If the option binds the grantor to buy—
(a) the market value rule does not apply for determining the cost of acquisition

incurred by the grantor, but without prejudice to its application (in
accordance with section 144(2)(b)) where the rule applies for determining the
consideration for the option;

(b) the market value rule does not apply for determining the consideration for
the disposal of what is bought, but without prejudice to its application (in
accordance with section 144(3)(b)) where the rule applies for determining the
cost of the option.

(4) To the extent that, by virtue of this section, the market value rule does not apply
for determining an amount or value, the amount or value to be taken into account is
[F305(subject to section 119A) the exercise price].

[
F306(4A)

In subsection (4) above “exercise price”, in relation to an option, means the amount
or value of the consideration which, under the terms of the option, is—

(a) receivable (if the option binds the grantor to buy), or
(b) payable (if the option binds the grantor to sell),

as a result of the exercise of the option (and does not include the amount or value of
any consideration for the acquisition of the option (whether directly from the grantor
or not)).]

[F307(5) Subsections (5) and (6) of section 144 shall apply for the purposes of this section and
sections 144ZB to 144ZD as they apply for the purposes of that section.]]

Textual Amendments
F303 S. 144ZA inserted (10.7.2003) by Finance Act 2003 (c. 14), s. 158(1) (with s. 158(2))
F304 Words in s. 144ZA(1) inserted (with effect in accordance with Sch. 5 para. 6(1) of the amending Act)

by Finance (No. 2) Act 2005 (c. 22), Sch. 5 para. 1(2)
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F305 Words in s. 144ZA(4) substituted (with effect in accordance with Sch. 5 para. 6(1) of the amending
Act) by Finance (No. 2) Act 2005 (c. 22), Sch. 5 para. 1(3)

F306 S. 144ZA(4A) inserted (with effect in accordance with Sch. 5 para. 6(1) of the amending Act) by
Finance (No. 2) Act 2005 (c. 22), Sch. 5 para. 1(4)

F307 S. 144ZA(5) substituted (with effect in accordance with Sch. 5 para. 6(1) of the amending Act) by
Finance (No. 2) Act 2005 (c. 22), Sch. 5 para. 1(5)

[F308144ZBException to rule in section 144ZA

(1) This section applies where—
(a) section 144ZA would apply but for this section in relation to an option, and
(b) the exercise of the option is non-commercial (see section 144ZC).

(2) But this section does not apply if—
(a) the option is a securities option within the meaning of Chapter 5 of Part 7 of

ITEPA 2003 (see section 420(8) of that Act) to which that Chapter applies
F309... (see section 471 of that Act), or

(b) section 144ZD of this Act (value of underlying subject matter of option altered
with a view to obtaining a tax advantage) applies in relation to the option.

(3) Where this section applies, neither section 144ZA nor the following provisions of
section 144 shall apply in relation to the option—

(a) in subsection (2), the words from “and accordingly” to the end of that
subsection, and

(b) in subsection (3), the words from “and accordingly” to the end of that
subsection;

but subsection (4) or (5) below shall instead have effect (subject to subsection (6)
below).

(4) If the option binds the grantor to buy—
(a) the cost of acquisition incurred by the grantor in buying in pursuance of his

obligations under the option, and
(b) the consideration for the disposal of what is bought by the grantor,

shall be deemed for the purposes of tax in respect of chargeable gains to be the market
value, at the time the option is exercised, of what is bought.

(5) If the option binds the grantor to sell—
(a) the consideration for the sale, and
(b) the cost to the person exercising the option of acquiring what is sold,

shall be deemed for the purposes of tax in respect of chargeable gains to be the market
value, at the time the option is exercised, of what is sold.

(6) But if the whole or any part of the underlying subject matter of the option (see
subsection (7)) is subject to any right or restriction which is enforceable by the person
disposing of the underlying subject matter or a person connected with him—

(a) the market value of the underlying subject matter shall be determined for the
purposes of subsection (4) or (5) above as if the right or restriction did not
exist, and

(b) to the extent that subsection (6) or (7) of section 18 would apply apart from
this paragraph, it shall be disregarded.
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(7) In this section “underlying subject matter”, in relation to an option, means—
(a) if the option binds the grantor to sell, what falls to be sold on exercise of the

option;
(b) if the option binds the grantor to buy, what falls to be bought on exercise of

the option.

Textual Amendments
F308 Ss. 144ZB-144ZD inserted (with effect in accordance with Sch. 5 para. 6(1) of the amending Act) by

Finance (No. 2) Act 2005 (c. 22), Sch. 5 para. 2
F309 Words in s. 144ZB(2)(a) omitted (with effect in accordance with Sch. 9 para. 48 of the amending Act)

by virtue of Finance Act 2014 (c. 26), Sch. 9 paras. 25, 47

144ZC Section 144ZB: non-commercial exercise of option

(1) For the purposes of section 144ZB, the exercise of an option which binds the grantor
to buy is non-commercial if the exercise price for the option (see subsection (3)) is
less than the open market price (see subsection (4)) of what is bought.

(2) For the purposes of section 144ZB, the exercise of an option which binds the grantor
to sell is non-commercial if the exercise price for the option is greater than the open
market price of what is sold.

(3) In this section “exercise price”, in relation to an option, means the amount or value of
the consideration which, under the terms of the option, is—

(a) receivable (if the option binds the grantor to buy), or
(b) payable (if the option binds the grantor to sell),

as a result of the exercise of the option (and does not include the amount or value of
any consideration for the acquisition of the option (whether directly from the grantor
or not)).

(4) In this section “open market price”, in relation to the underlying subject matter of an
option (see section 144ZB(7)), means the price which the underlying subject matter
might reasonably be expected to fetch on a sale in the open market at the time the
option is exercised; and subsections (5) to (7) below apply for the purposes of this
subsection.

(5) If the whole or any part of the underlying subject matter of the option is subject to any
right or restriction which is enforceable by—

(a) the person disposing of the underlying subject matter, or
(b) a person connected with him,

the open market price of the underlying subject matter shall be determined as if the
right or restriction did not exist.

(6) Section 272(2) (no reduction in estimated market value on account of assumption that
whole of assets are placed on market at one time) shall apply in estimating the open
market price of the underlying subject matter of an option as it applies in estimating
the market value of any assets.

(7) Where the underlying subject matter of an option comprises or includes assets to which
section 273 applies (unquoted shares and securities), subsection (3) of that section
(assumption that relevant information is available) shall apply in determining the open

http://www.legislation.gov.uk/id/ukpga/2005/22
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market price of those assets as it applies for the purposes of a determination falling
within subsection (1) of that section.

(8) This section is to be construed as one with section 144ZB.

Textual Amendments
F308 Ss. 144ZB-144ZD inserted (with effect in accordance with Sch. 5 para. 6(1) of the amending Act) by

Finance (No. 2) Act 2005 (c. 22), Sch. 5 para. 2

144ZD Section 144ZB: alteration of value to obtain tax advantage

(1) This section applies in relation to an option if each of the following conditions is
satisfied (as to the effect of this section applying, see section 144ZB(2)(b)).

(2) Condition 1 is that section 144ZB would, apart from subsection (2)(b) of that section,
apply in relation to the option.

(3) Condition 2 is that, at the time the option is exercised, the open market price
(see section 144ZC(4)) of the underlying subject matter of the option (see
section 144ZB(7)) differs from the open market price of the underlying subject matter
of the option at the time the option was granted.

(4) Condition 3 is that some or all of that change in the open market price of the
underlying subject matter of the option results to any extent, directly or indirectly,
from arrangements (see subsection (8)) (“the relevant arrangements”)—

(a) to which a relevant person is or has been a party, or
(b) which include one or more transactions to which a relevant person is or has

been a party.

(5) In subsection (4) above “relevant person” means any of the following—
(a) the grantor of the option;
(b) any person who at any time holds the option;
(c) a person connected with one or more of the persons mentioned in paragraph (a)

or (b) above.

(6) Condition 4 is that, if there were to be disregarded so much of that change in the open
market price of the underlying subject matter of the option as results to any extent,
directly or indirectly, from the relevant arrangements, the exercise of the option would
not be non-commercial (see section 144ZC).

(7) Condition 5 is that (apart from this section) as a result, directly or indirectly, of the
relevant arrangements—

(a) the grantor of the option, or
(b) the person exercising the option,

would obtain or might be expected to obtain an advantage (see subsection (9)) in
relation to capital gains tax or corporation tax in respect of chargeable gains directly
or indirectly in consequence of, or otherwise in connection with, the exercise of the
option.

(8) In this section “arrangements” includes any agreement, understanding, scheme,
transaction or series of transactions (whether or not legally enforceable).
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(9) In this section “advantage”, in relation to capital gains tax or corporation tax in respect
of chargeable gains, means—

(a) relief or increased relief from, or repayment or increased repayment of, that
tax, or the avoidance or reduction of a charge to that tax or an assessment to
that tax or the avoidance of a possible assessment to that tax, or

(b) the deferral of any payment of that tax or the advancement of any repayment
of that tax.

(10) This section is to be construed as one with sections 144ZB and 144ZC.]

Textual Amendments
F308 Ss. 144ZB-144ZD inserted (with effect in accordance with Sch. 5 para. 6(1) of the amending Act) by

Finance (No. 2) Act 2005 (c. 22), Sch. 5 para. 2

[F310144ACash-settled options.

(1) In any case where—
(a) an option is exercised; and
(b) the nature of the option (or its exercise) is such that the grantor of the option

is liable to make, and the person exercising it is entitled to receive, a payment
in full settlement of all obligations under the option,

subsections (2) and (3) below shall apply in place of subsections (2) and (3) of
section 144.

(2) As regards the grantor of the option—
(a) he shall be treated as having disposed of an asset (namely, his liability to make

the payment) and the payment made by him shall be treated as incidental costs
to him of making the disposal; and

(b) the grant of the option and the disposal shall be treated as a single transaction
and the consideration for the option shall be treated as the consideration for
the disposal.

(3) As regards the person exercising the option—
(a) he shall be treated as having disposed of an asset (namely, his entitlement to

receive the payment) and the payment received by him shall be treated as the
consideration for the disposal;

(b) the acquisition of the option (whether directly from the grantor or not) and
the disposal shall be treated as a single transaction and the cost of acquiring
the option shall be treated as expenditure allowable as a deduction under
section 38(1)(a) from the consideration for the disposal; and

(c) for the purpose of computing the indexation allowance (if any) on the disposal,
the cost of the option shall be treated (notwithstanding paragraph (b) above)
as incurred when the option was acquired.

(4) In any case where subsections (2) and (3) above would apply as mentioned in
subsection (1) above if the reference in that subsection to full settlement included
a reference to partial settlement, those subsections and subsections (2) and (3) of
section 144 shall both apply but with the following modifications—

(a) for any reference to the grant or acquisition of the option there shall be
substituted a reference to the grant or acquisition of so much of the option as

http://www.legislation.gov.uk/id/ukpga/2005/22
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relates to the making and receipt of the payment or, as the case may be, the
sale or purchase by the grantor; and

(b) for any reference to the consideration for, or the cost of or of acquiring, the
option there shall be substituted a reference to the appropriate proportion of
that consideration or cost.

(5) In this section “appropriate proportion” means such proportion as may be just and
reasonable in all the circumstances.]

Textual Amendments
F310 S. 144A inserted (with effect in accordance with s. 96(2) of the amending Act) by Finance Act 1994

(c. 9), s. 96(1)

Modifications etc. (not altering text)
C87 S. 144A applied (with effect in accordance with s. 883(1) of the amending Act) by Income Tax

(Trading and Other Income) Act 2005 (c. 5), ss. 562(1), 883(1) (with s. 563, Sch. 2)

145 Call options: indexation allowance.

(1) This section applies F311... where, on a disposal to which section 53 applies, the relevant
allowable expenditure includes both—

(a) the cost of acquiring an option binding the grantor to sell (“the option
consideration”); and

(b) the cost of acquiring what was sold as a result of the exercise of the option
(“the sale consideration”),

but does not apply in any case where section 114 applies.
F312(1A) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

(2) For the purpose of computing the indexation allowance (if any) on the disposal referred
to in subsection (1) above—

(a) the option consideration and the sale consideration shall be regarded as
separate items of expenditure; and

(b) subsection (4) of section 54 shall apply to neither of those items and,
accordingly, they shall be regarded as incurred when the option was acquired
and when the sale took place, respectively.

(3) This section has effect notwithstanding section 144, but expressions used in this
section have the same meaning as in that section and subsection (5) of that section
applies for the purpose of determining the cost of acquiring an option binding the
grantor to sell.

Textual Amendments
F311 Words in s. 145(1) omitted (with effect in accordance with Sch. 2 para. 83 of the amending Act) by

virtue of Finance Act 2008 (c. 9), Sch. 2 para. 81(2)
F312 S. 145(1A) omitted (with effect in accordance with Sch. 2 para. 83 of the amending Act) by virtue of

Finance Act 2008 (c. 9), Sch. 2 para. 81(3)
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146 Options: application of rules as to wasting assets.

(1) Section 46 shall not apply—
(a) to a quoted option to subscribe for shares in a company, or
(b) to a traded option, or financial option, or
(c) to an option to acquire assets exercisable by a person intending to use them,

if acquired, for the purpose of a trade carried on by him.

(2) In relation to the disposal by way of transfer of an option (other than an option falling
within subsection (1)(a) or (b) above) binding the grantor to sell or buy quoted shares
or securities, the option shall be regarded as a wasting asset the life of which ends
when the right to exercise the option ends, or when the option becomes valueless,
whichever is the earlier.

Subsections (5) and (6) of section 144 shall apply in relation to this subsection as they
apply in relation to that section.

(3) The preceding provisions of this section are without prejudice to the application of
sections 44 to 47 to options not within those provisions.

(4) In this section—
(a) “financial option”, “quoted option” and “traded option” have the meanings

given by section 144(8), and
(b) “quoted shares or securities” means shares or securities which [F313are listed]

on a recognised stock exchange F314... .

Textual Amendments
F313 Words in s. 146(4)(b) substituted (with effect in accordance with Sch. 38 para. 11(2) of the amending

Act) by Finance Act 1996 (c. 8), Sch. 38 para. 11(1)
F314 Words in s. 146(4)(b) repealed (19.7.2007) by Finance Act 2007 (c. 11), Sch. 26 para. 8(4), Sch. 27 Pt.

6(5)

147 Quoted options treated as part of new holdings.

(1) If a quoted option to subscribe for shares in a company is dealt in (on the stock
exchange where it is quoted) within 3 months after the taking effect, with respect to
the company granting the option, of any reorganisation, reduction, conversion[F315,
exchange or scheme of reconstruction] to which Chapter II of this Part applies, or
within such longer period as the Board may by notice allow—

(a) the option shall, for the purposes of that Chapter be regarded as the shares
which could be acquired by exercising the option, and

(b) section 272(3) shall apply for determining its market value.

(2) In this section “quoted option” has the meaning given by section 144(8) [F316and
“scheme of reconstruction" has the same meaning as in section 136].

Textual Amendments
F315 Words in s. 147(1) substituted (with effect in accordance with Sch. 9 paras. 7, 8 of the amending Act)

by Finance Act 2002 (c. 23), Sch. 9 para. 5(8)(a)
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F316 Words in s. 147(2) inserted (with effect in accordance with Sch. 9 paras. 7, 8 of the amending Act) by
Finance Act 2002 (c. 23), Sch. 9 para. 5(8)(b)

148 Traded options: closing purchases.

(1) This section applies where a person (“the grantor”) who has granted a traded option
(“the original option”) closes it out by acquiring a traded option of the same description
(“the second option”).

(2) Any disposal by the grantor involved in closing out the original option shall be
disregarded for the purposes of capital gains tax or, as the case may be, corporation
tax on chargeable gains.

(3) The incidental costs to the grantor of making the disposal constituted by the grant of
the original option shall be treated for the purposes of the computation of the gain as
increased by an amount equal to the aggregate of—

(a) the amount or value of the consideration, in money or money’s worth, given by
him or on his behalf wholly and exclusively for the acquisition of the second
option, and

(b) the incidental costs to him of that acquisition.

(4) In this section “traded option” has the meaning given by section 144(8).

F317148AFutures and options involving guaranteed returns

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Textual Amendments
F317 Ss. 148A-148C omitted (with effect in accordance with Sch. 12 para. 18(1) of the amending Act) by

virtue of Finance Act 2013 (c. 29), Sch. 12 para. 8

F317148BDeemed disposals at a gain under section 564(4) of ITTOIA 2005

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Textual Amendments
F317 Ss. 148A-148C omitted (with effect in accordance with Sch. 12 para. 18(1) of the amending Act) by

virtue of Finance Act 2013 (c. 29), Sch. 12 para. 8

F317148CDeemed disposals at a loss under section 564(4) of ITTOIA 2005

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Textual Amendments
F317 Ss. 148A-148C omitted (with effect in accordance with Sch. 12 para. 18(1) of the amending Act) by

virtue of Finance Act 2013 (c. 29), Sch. 12 para. 8
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149 Rights to acquire qualifying shares.

(1) This section applies where on or after 25th July 1991 (the day on which the M18Finance
Act 1991 was passed) a building society confers—

(a) on its members, or
(b) on any particular class or description of its members,

any rights to acquire, in priority to other persons, shares in the society which are
qualifying shares.

(2) Any such right so conferred shall be regarded for the purposes of capital gains tax as
an option granted to, and acquired by, the member concerned for no consideration and
having no value at the time of that grant and acquisition.

(3) In this section—
“member” includes a former member, and
“qualifying share” has the same meaning as in section 117(4).

Marginal Citations
M18 1991 c. 31.

[F318149A[F319Employment-related securities options]

(1) This section applies where—
(a) an option is granted on or after 16th March 1993,

[F320(b) the option is a securities option within the meaning of Chapter 5 of Part 7 of
ITEPA 2003 (see section 420(8) of that Act) to which that Chapter applies
F321... (see section 471 of that Act), and]

(c) section 17(1) [F322of this Act] would (apart from this section) apply for the
purposes of calculating the consideration for the grant of the option.

(2) [F323Both the grantor of the option and the person to whom the option is granted] shall
be treated for the purposes of this Act as if section 17(1) did not apply for the purposes
of calculating the consideration and, accordingly, as if the amount or value of the
consideration was its actual amount or value.

(3) Where the option is granted wholly or partly in recognition of services or past services
in any office or employment, the value of those services shall not be taken into account
in calculating the actual amount or value of the consideration.

F324(4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .]

Textual Amendments
F318 S. 149A inserted (27.7.1993) by 1993 c. 34, s.104
F319 S. 149A heading substituted (with effect in accordance with Sch. 5 para. 6(2) of the amending Act) by

Finance (No. 2) Act 2005 (c. 22), Sch. 5 para. 4(4)
F320 S. 149A(1)(b) substituted (with effect in accordance with Sch. 5 para. 6(2) of the amending Act) by

Finance (No. 2) Act 2005 (c. 22), Sch. 5 para. 4(2)
F321 Words in s. 149A(1)(b) omitted (with effect in accordance with Sch. 9 para. 48 of the amending Act)

by virtue of Finance Act 2014 (c. 26), Sch. 9 paras. 26, 47
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F322 Words in s. 149A(1)(c) inserted (with effect in accordance with Sch. 5 para. 6(2) of the amending Act)
by Finance (No. 2) Act 2005 (c. 22), Sch. 5 para. 4(3)

F323 Words in s. 149A(2) substituted (with effect in accordance with s. 111(6) of the amending Act) by
Finance Act 1996 (c. 8), s. 111(3)

F324 S. 149A(4) repealed (with effect in accordance with s. 111(6) of the amending Act) by Finance Act
1996 (c. 8), s. 111(4), Sch. 41 Pt. V(5)

[F325149AARestricted and convertible employment-related securities [F326and employee
shareholder shares]

(1) [F327Subject to subsection (1A), where] an individual has acquired an asset consisting
of employment-related securities which are—

(a) restricted securities or a restricted interest in securities, or
(b) convertible securities or an interest in convertible securities,

the consideration for the acquisition shall (subject to section 119A) be taken to be
equal to the aggregate of the actual amount or value given for the employment-related
securities and any amount that constituted earnings under Chapter 1 of Part 3 of ITEPA
2003 (earnings) in respect of the acquisition.

[
F328(1A)

Where an individual has acquired an asset consisting of shares which, on acquisition,
became employee shareholder shares—

(a) the consideration for the acquisition is (subject to section 119A) to be taken
to be equal to any amount that constituted earnings under Chapter 1 of Part 3
of ITEPA 2003 (earnings) or section 226A of that Act (employee shareholder
shares), and

(b) no other consideration is to be treated as having been given for the acquisition
of the shares.]

(2) [F329Subsections (1) and (1A) apply] only to the individual making the acquisition and,
accordingly, [F330are] to be disregarded in calculating the consideration received by the
person from whom the employment-related securities are acquired.

(3) This section has effect in relation to acquisitions on or after the day appointed under
paragraph 3(2) of Schedule 22 to the Finance Act 2003.

(4) In this section “employment-related securities” has the same meaning as in Chapters 1
to 4 of Part 7 of ITEPA 2003 (as substituted by Schedule 22 to the Finance Act 2003).

(5) In this section—
“restricted interest in securities”, and
“restricted securities”,

have the same meaning as in Chapter 2 of that Part of ITEPA 2003 (as so substituted).

(6) In this section “convertible securities” has the same meaning as in Chapter 3 of that
Part of ITEPA 2003 (as so substituted).

[F331(6A) For the purposes of this section—
shares are “acquired” by an employee if the employee becomes beneficially
entitled to them (and they are acquired at the time when the employee becomes
so entitled);
“employee shareholder share” means a share acquired in consideration of an
employee shareholder agreement and held by the employee;
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“employee shareholder agreement” means an agreement by virtue of which
an employee is an employee shareholder (see section 205A(1)(a) to (d) of the
Employment Rights Act 1996);
“employee” and “employer company”, in relation to an employee shareholder
agreement, mean the individual and the company which enter into the
agreement.]

[
F332(7)

[F333In subsections (1) and (1A) a] reference to any amount that constituted earnings
under Chapter 1 of Part 3 of ITEPA 2003 [F334or was treated as earnings under
section 226A of that Act] does not include[F335—

(a)] any amount of exempt income (within the meaning of section 8 of that
Act)[F336, or

(b) in a case in which the amount that constituted, or was treated as, earnings was
not an amount of general earnings to which any of the charging provisions of
Chapters 4 and 5 of Part 2 of ITEPA 2003 applied, any amount that would have
been an amount of such exempt income if any of those charging provisions
had applied.]]]

Textual Amendments
F325 S. 149AA inserted (10.7.2003) by Finance Act 2003 (c. 14), Sch. 22 para. 52(1)
F326 Words in s. 149AA heading inserted (1.9.2013) by Finance Act 2013 (c. 29), Sch. 23 paras. 19(6)(b),

38; S.I. 2013/1755, art. 2
F327 Words in s. 149AA(1) substituted (1.9.2013) by Finance Act 2013 (c. 29), Sch. 23 paras. 19(2), 38;

S.I. 2013/1755, art. 2
F328 S. 149AA(1A) inserted (1.9.2013) by Finance Act 2013 (c. 29), Sch. 23 paras. 19(3), 38; S.I.

2013/1755, art. 2
F329 Words in s. 149AA(2) substituted (1.9.2013) by Finance Act 2013 (c. 29), Sch. 23 paras. 19(4)(a), 38;

S.I. 2013/1755, art. 2
F330 Word in s. 149AA(2) substituted (1.9.2013) by Finance Act 2013 (c. 29), Sch. 23 paras. 19(4)(b), 38;

S.I. 2013/1755, art. 2
F331 S. 149AA(6A) substituted (with effect in accordance with s. 13(6)-(8) of the amending Act) by

Finance Act 2017 (c. 10), s. 13(3)
F332 S. 149AA(7) inserted (with effect in accordance with s. 49(9) of the amending Act) by Finance Act

2008 (c. 9), s. 49(1)
F333 Words in s. 149AA(7) substituted (1.9.2013) by Finance Act 2013 (c. 29), Sch. 23 paras. 19(6)(a), 38;

S.I. 2013/1755, art. 2
F334 Words in s. 149AA(7) inserted (1.9.2013) by Finance Act 2013 (c. 29), Sch. 23 paras. 19(6)(b), 38;

S.I. 2013/1755, art. 2
F335 Words in s. 149AA(7) inserted (with effect in accordance with Sch. 9 para. 48 of the amending Act) by

Finance Act 2014 (c. 26), Sch. 9 paras. 27(a), 47
F336 S. 149AA(7)(b) and preceding word inserted (with effect in accordance with Sch. 9 para. 48 of the

amending Act) by Finance Act 2014 (c. 26), Sch. 9 paras. 27(b), 47

[F337149ABShares in research institution spin-out companies

(1) Where an individual has acquired shares (or an interest in shares) in circumstances
where section 452(1) and (2)(a) of ITEPA 2003 (shares in research institution spin-
out companies: market value on acquisition) apply (and section 149AA does not apply
in relation to those shares (or interest in shares)) the consideration for the acquisition
shall (subject to section 119A) be taken to be equal to the aggregate of—
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(a) the actual amount or value given for the shares (or interest in shares), and
(b) any amount that constituted earnings under Chapter 1 of Part 3 of ITEPA 2003

(earnings) in respect of the acquisition.

(2) Subsection (1) above applies only to the individual making the acquisition and,
accordingly, is to be disregarded in calculating the consideration received by the
person from whom the shares (or interest in shares) are (or is) acquired.]

Textual Amendments
F337 S. 149AB inserted (with effect in accordance with s. 22(5) of the amending Act) by Finance Act 2005

(c. 7), s. 22(3)

[F338149BEmployee incentive schemes: conditional interests in shares.

(1) Where—
(a) an individual has acquired an interest in any shares or securities which is only

conditional,
(b) that interest is one which for the purposes of [F339Chapter 2 of Part 7 of ITEPA

2003 (conditional interests in shares)] is taken to have been acquired by him
as a director or employee of a company, and

(c) by virtue of section 17(1)(b) the acquisition of that interest would, apart from
this section, be an acquisition for a consideration equal to the market value
of the interest,

section 17 shall not apply for calculating the consideration.

(2) Instead, the consideration for the acquisition shall be taken (subject to section 120) to
be equal to the actual amount or value of the consideration given for that interest as
computed in accordance with [F340section 429 of ITEPA 2003].

(3) This section shall apply in relation only to the individual making the acquisition
and, accordingly, shall be disregarded in calculating the consideration received by the
person from whom the interest is acquired.

(4) Expressions used in this section and in [F341Chapter 2 of Part 7 of ITEPA 2003] have
the same meanings in this section as in [F342that Chapter].

[
F343(5)

This section does not apply to acquisitions on or after the day appointed under
paragraph 3(2) of Schedule 22 to the Finance Act 2003.

(6) References in this section to ITEPA 2003 are to that Act as originally enacted.]]

Textual Amendments
F338 S. 149B inserted (with effect in accordance with s. 54(6) of the amending Act) by Finance Act 1998

(c. 36), s. 54(5)
F339 Words in s. 149B(1) substituted (with effect in accordance with s. 723(1)(a)(b) of the amending Act)

by Income Tax (Earnings and Pensions) Act 2003 (c. 1), s. 723, Sch. 6 para. 211(2) (with Sch. 7)
F340 Words in s. 149B(2) substituted (with effect in accordance with s. 723(1)(a)(b) of the amending Act)

by Income Tax (Earnings and Pensions) Act 2003 (c. 1), s. 723, Sch. 6 para. 211(3) (with Sch. 7)
F341 Words in s. 149B(4) substituted (with effect in accordance with s. 723(1)(a)(b) of the amending Act)

by Income Tax (Earnings and Pensions) Act 2003 (c. 1), s. 723, Sch. 6 para. 211(4)(a) (with Sch. 7)
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F342 Words in s. 149B(4) substituted (with effect in accordance with s. 723(1)(a)(b) of the amending Act)
by Income Tax (Earnings and Pensions) Act 2003 (c. 1), s. 723, Sch. 6 para. 211(4)(b) (with Sch. 7)

F343 S. 149B(5)(6) inserted (10.7.2003) by Finance Act 2003 (c. 14), Sch. 22 para. 53

[F344149CPriority share allocations

Section 17(1) shall not apply to an acquisition of shares if section 542 or 544 of ITEPA
2003 applies in relation to it.]

Textual Amendments
F344 S. 149C inserted (with effect in accordance with s. 723(1)(a)(b) of the amending Act) by Income Tax

(Earnings and Pensions) Act 2003 (c. 1), s. 723, Sch. 6 para. 212 (with Sch. 7)

150 Business expansion schemes.

(1) In this section “relief” means relief under Chapter III of Part VII of the Taxes Act,
Schedule 5 to the M19Finance Act 1983 (“the 1983 Act”) or Chapter II of Part IV of the
M20Finance Act 1981 (“the 1981 Act”) and “eligible shares” has the meaning given by
section 289(4) of the Taxes Act [F345and references in this section to Chapter III of Part
VII of the Taxes Act or any provision of that Chapter are to that Chapter or provision
as it applies in relation to shares issued before 1st January 1994].

(2) A gain or loss which accrues to an individual on the disposal of any shares issued after
18th March 1986 in respect of which relief has been given to him and not withdrawn
shall not be a chargeable gain or allowable loss for the purposes of capital gains tax.

(3) The sums allowable as deductions from the consideration in the computation for the
purposes of capital gains tax of the gain or loss accruing to an individual on the disposal
of shares issued before 19th March 1986 in respect of which relief has been given
and not withdrawn shall be determined without regard to that relief, except that where
those sums exceed the consideration they shall be reduced by an amount equal to—

(a) the amount of that relief; or
(b) the excess,

whichever is the less, but the foregoing provisions of this subsection shall not apply
to a disposal falling within section 58(1).

(4) Any question—
(a) as to which of any shares [F346acquired by an individual] at different times,

being shares in respect of which relief has been given and not withdrawn, a
disposal relates [F347to], or

(b) whether a disposal relates to shares in respect of which relief has been given
and not withdrawn or to other shares,

shall for the purposes of capital gains tax be determined as for the purposes of
section 299 of the Taxes Act, or section 57 of the M21Finance Act 1981 if the relief has
only been given under that Act; and Chapter I of this Part shall have effect subject to
the foregoing provisions of this subsection.

(5) [F348Sections 104, 105 and 106A do not apply] to shares in respect of which relief has
been given and not withdrawn.
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(6) Where an individual holds shares which form part of the ordinary share capital of a
company and the relief has been given (and not withdrawn) in respect of some but not
others, then, if there is within the meaning of section 126 a reorganisation affecting
those shares, section 127 shall apply separately to the shares in respect of which the
relief has been given (and not withdrawn) and to the other shares (so that shares of
each kind are treated as a separate holding of original shares and identified with a
separate new holding).

(7) Where section 58 has applied to any [F349shares in respect of which relief has been
given and not withdrawn] disposed of by an individual to his or her spouse [F350or
civil partner] (“the transferee”), subsection (2) above shall apply in relation to the
subsequent disposal of the shares by the transferee to a third party.

(8) Where section 135 or 136 would, but for this subsection, apply in relation to F351...
shares issued after 18th March 1986 in respect of which an individual has been given
relief, that section shall apply only if the relief is withdrawn.

[F352(8A) Subsection (8) above shall not have effect to disapply section 135 or 136 where—
(a) the new holding consists of new ordinary shares carrying no present or future

preferential right to dividends or to a company’s assets on its winding up and
no present or future F353... right to be redeemed,

(b) the new shares are issued on or after 29th November 1994 and after the end
of the relevant period, and

(c) the condition in subsection (8B) below is fulfilled.

(8B) The condition is that at some time before the issue of the new shares—
(a) the company issuing them issued eligible shares, and
(b) a certificate in relation to those eligible shares was issued by the company

for the purposes of subsection (2) of section 306 of the Taxes Act and in
accordance with that section.

(8C) In subsection (8A) above—
(a) “new holding” shall be construed in accordance with sections 126, 127, 135

and 136;
(b) “relevant period” means the period found by applying section 289(12)(a) of

the Taxes Act by reference to the company issuing the shares referred to in
subsection (8) above and by reference to those shares.]

[F354(8D) Where shares in respect of which relief has been given and not withdrawn are
exchanged for other shares in circumstances such that section 304A of the Taxes Act
(acquisition of share capital by new company) applies—

(a) subsection (8) above shall not have effect to disapply section 135; and
(b) subsections (2)(b), (3) and (4) of section 304A of the Taxes Act, and

subsection (5) of that section so far as relating to section 306(2) of that Act,
shall apply for the purposes of this section as they apply for the purposes of
Chapter III of Part VII of that Act.]

(9) Sections 127 to 130 shall not apply in relation to any shares in respect of which
relief (other than relief under the 1981 Act) has been given and which form part of a
company’s ordinary share capital if—

(a) there is, by virtue of any such allotment for payment as is mentioned in
section 126(2)(a), a reorganisation occurring after 18th March 1986 affecting
those shares; and
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(b) immediately following the reorganisation, the relief has not been withdrawn
in respect of those shares or relief has been given in respect of the allotted
shares and not withdrawn.

(10) Where relief is reduced by virtue of subsection (2) of section 305 of the Taxes Act—
(a) the sums allowable as deductions from the consideration in the computation,

for the purposes of capital gains tax, of the gain or loss accruing to an
individual on the disposal, after 18th March 1986, of any of the allotted
shares or debentures shall be taken to include the amount of the reduction
apportioned between the allotted shares or (as the case may be) debentures in
[F355a way which is] just and reasonable; and

(b) the sums so allowable on the disposal (in circumstances in which subsections
(2) to (8) above do not apply) of any of the shares referred to in section 305(2)
(a) shall be taken to be reduced by the amount mentioned in paragraph (a)
above, similarly apportioned between those shares.

(11) There shall be made all such adjustments of capital gains tax, whether by way of
assessment or by way of discharge or repayment of tax, as may be required in
consequence of the relief being given or withdrawn.

[F356(12) In this section—
“ordinary share capital” has the same meaning as in the Taxes Act;
“ordinary shares”, in relation to a company, means shares forming part of

its ordinary share capital.]

Textual Amendments
F345 Words in s. 150(1) inserted (3.5.1994) by Finance Act 1994 (c. 9), Sch. 15 para. 29
F346 Words in s. 150(4)(a) substituted (with effect in accordance with Sch. 13 para. 42(8)(a) of the

amending Act) by Finance Act 1998 (c. 36), Sch. 13 para. 42(1)(a)
F347 Word in s. 150(4)(a) inserted (with effect in accordance with Sch. 13 para. 42(8)(a) of the amending

Act) by Finance Act 1998 (c. 36), Sch. 13 para. 42(1)(b)
F348 Words in s. 150(5) substituted (with effect in accordance with Sch. 13 para. 42(8)(a) of the amending

Act) by Finance Act 1998 (c. 36), Sch. 13 para. 42(2)
F349 Words in s. 150(7) substituted (with effect in accordance with Sch. 13 para. 42(8)(b) of the amending

Act) by Finance Act 1998 (c. 36), Sch. 13 para. 42(3)
F350 Words in s. 150(7) inserted (5.12.2005) by The Tax and Civil Partnership Regulations 2005 (S.I.

2005/3229), regs. 1(1), 109
F351 Word in s. 150(8) repealed (with effect in accordance with Sch. 13 para. 42(8)(c) of the amending Act)

by Finance Act 1998 (c. 36), Sch. 13 para. 42(4), Sch. 27 Pt. III(14)
F352 S. 150(8A)-(8C) inserted (1.5.1995) by Finance Act 1995 (c. 4), s. 69
F353 Word in s. 150(8A)(a) repealed (with effect in accordance with Sch. 13 para. 42(8)(d) of the amending

Act) by Finance Act 1998 (c. 36), Sch. 13 para. 42(5), Sch. 27 Pt. III(14)
F354 S. 150(8D) inserted (with effect in accordance with Sch. 13 para. 42(8)(e) of the amending Act) by

Finance Act 1998 (c. 36), Sch. 13 para. 42(6)
F355 Words in s. 150(10)(a) substituted (with effect in accordance with s. 134(2) of the amending Act) by

Finance Act 1996 (c. 8), Sch. 20 para. 54
F356 S. 150(12) inserted (with effect in accordance with Sch. 13 para. 42(8)(f) of the amending Act) by

Finance Act 1998 (c. 36), Sch. 13 para. 42(7)

Marginal Citations
M19 1983 c. 28.
M20 1981 c. 35.
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M21 1981 c. 35.

[F357150AEnterprise investment scheme.

(1) For the purpose of determining the gain or loss on any disposal of F358... shares by an
individual where—

(a) an amount of [F359EIS relief] is attributable to the shares, and
(b) apart from this subsection there would be a loss,

the consideration given by him for the shares shall be treated as reduced by the amount
of the [F359EIS relief].

(2) Subject to subsection (3) below, if on any disposal of F360... shares by an individual
after the end of the period referred to in section 312(1A)(a) of the Taxes Act [F361or
section 159(2) of ITA 2007] where an amount of [F359EIS relief] is attributable to the
shares, there would (apart from this subsection) be a gain, the gain shall not be a
chargeable gain.

[
F362(2A)

Notwithstanding anything in section 16(2), subsection (2) above shall not apply to a
disposal on which a loss accrues.]

(3) Where—
[F363(a) an individual's liability to income tax has been reduced (or treated by virtue

of section 304 of the Taxes Act or section 245 of ITA 2007 (spouses and civil
partners) as reduced) for any year of assessment under section 289A of the
Taxes Act or section 158 of ITA 2007 in respect of any issue of shares,

(b) the amount of the reduction (“A”) is less than the amount (“B”) which is equal
to tax at the [F364EIS original rate] for that year on the amount subscribed for
the issue, and

(c) A is not found under section 289A(2)(b) of the Taxes Act or (as the case may
require) is not within paragraph (b) solely by virtue of section 29(2) and (3)
of ITA 2007,]

then, if there is a disposal of the shares on which there is a gain, subsection (2) above
shall apply only to so much of the gain as is found by multiplying it by the fraction—

AB

[
F365(3A)

In subsection (3) “EIS original rate” has the meaning given by section 256A of ITA
2007, except that where the year mentioned in subsection (3)(b) is the tax year 2007-08
or an earlier year, it means 20%.]

(4) Any question as to—
(a) which of any shares [F366acquired by an individual at different times a disposal

relates to], being shares to which [F359EIS relief] is attributable, or
(b) whether a disposal relates to shares to which [F359EIS relief] is attributable or

to other shares,
shall for the purposes of capital gains tax be determined as for the purposes of
section 299 of the Taxes Act [F367or as provided by section 246 of ITA 2007]; and
Chapter I of this Part shall have effect subject to the foregoing provisions of this
subsection.

(5) [F368Sections 104, 105 and 106A] shall not apply to shares to which [F359EIS relief]
is attributable.
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[F369(6) Where an individual holds shares which form part of the ordinary share capital of a
company and include shares of more than one of the following kinds, namely—

(a) shares to which [F359EIS relief] is attributable and to which subsection (6A)
below applies,

(b) shares to which [F359EIS relief] is attributable and to which that subsection
does not apply, F370...

[F371(ba) shares to which SEIS relief is attributable; and]
(c) shares to which [F372neither EIS nor SEIS relief is] attributable,

then, if there is within the meaning of section 126 a reorganisation affecting those
shares, section 127 shall apply (subject to the following provisions of this section)
separately to shares falling within paragraph (a), (b)[F373, (ba)] or (c) above (so that
shares of each kind are treated as a separate holding of original shares and identified
with a separate new holding).

(6A) This subsection applies to any shares if—
(a) expenditure on the shares has been set under Schedule 5B to this Act against

the whole or part of any gain; and
(b) in relation to the shares there has been no chargeable event for the purposes

of that Schedule.]

(7) Where—
(a) an individual holds shares (“the existing holding”) which form part of the

ordinary share capital of a company,
(b) there is, by virtue of any such allotment for payment as is mentioned in

section 126(2)(a), a reorganisation affecting the existing holding, and
(c) immediately following the reorganisation, [F359EIS relief] is attributable to the

existing holding or the allotted shares,
sections 127 to 130 shall not apply in relation to the existing holding.

(8) Sections 135 and 136 shall not apply in respect of shares to which [F359EIS relief] is
attributable.

[
F374(8A)

Subsection (8) above shall not have effect to disapply section 135 or 136 where—
(a) the new holding consists of new ordinary shares carrying no present or future

preferential right to dividends or to a company’s assets on its winding up and
no present or future F375... right to be redeemed,

(b) the new shares are issued on or after 29th November 1994 and after the end
of the relevant period, and

(c) the condition in subsection (8B) below is satisfied.

(8B) The condition is that at some time before the issue of the new shares—
(a) the company issuing them issued eligible shares, and
(b) a certificate in relation to those eligible shares was issued by the company for

the purposes of [F376section 306(2) of the Taxes Act or section 203(1) of ITA
2007 and in accordance with section 306 of the Taxes Act or sections 204 and
205 of ITA 2007].

(8C) In subsection (8A) above—
(a) “new holding” shall be construed in accordance with sections 126, 127, 135

and 136;
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(b) “relevant period” means the period found by applying section 312(1A)(a) of
the Taxes Act [F377or section 159(2) of ITA 2007] by reference to the company
issuing the shares referred to in subsection (8) above and by reference to those
shares.]

[
F378(8D)

Where shares to which [F359EIS relief] is attributable are exchanged for other shares
in circumstances such that section 304A of the Taxes Act [F379or section 247 of ITA
2007] (acquisition of share capital by new company) applies—

(a) subsection (8) above shall not have effect to disapply section 135; and
[F380(b) the following—

(i) subsections (2)(b), (3) and (4) of section 304A of the Taxes Act and
subsection (5) of that section so far as relating to section 306(2) of
that Act, or

(ii) sections 247(3)(b), 248(2)(a) and 249 of ITA 2007,
shall apply for the purposes of this section as they apply for the purposes of
Chapter 3 of Part 7 of the Taxes Act or Part 5 of ITA 2007.]]

(9) Where the [F359EIS relief] attributable to any shares is reduced by virtue of
section 305(2) of the Taxes Act—

(a) the sums allowable as deductions from the consideration in the computation,
for the purposes of capital gains tax, of the gain or loss accruing to an
individual on the disposal of any of the allotted shares or debentures shall be
taken to include the amount of the reduction apportioned between the allotted
shares or (as the case may be) debentures in [F381a way which is] just and
reasonable, and

(b) the sums so allowable on the disposal (in circumstances in which the
preceding provisions of this section do not apply) of any of the shares referred
to in section 305(1)(a) shall be taken to be reduced by the amount mentioned
in paragraph (a) above, similarly apportioned between those shares.

(10) There shall be made all such adjustments of capital gains tax, whether by way of
assessment or by way of discharge or repayment of tax, as may be required in
consequence of [F382SEIS relief] being given or withdrawn.

[
F383(10A)

In this section—
[F384“EIS relief” means relief under Chapter 3 of Part 7 of the Taxes Act

or Part 5 of ITA 2007;]
“ordinary share capital” has [F385the meaning given in section 989 of ITA

2007];
“ordinary shares”, in relation to a company, means shares forming part of

its ordinary share capital;
[F384“SEIS relief” means relief under Part 5A of ITA 2007].]

(11) Chapter III of Part VII of the Taxes Act [F386or Part 5 of ITA 2007] (enterprise
investment scheme) applies for the purposes of this section to determine whether
[F359EIS relief] is attributable to any shares and, if so, the amount of [F359EIS relief]
so attributable; and “eligible shares” has the same meaning as in that Chapter [F387or
means shares that meet the requirements of section 173(2) of ITA 2007].

(12) References in this section to Chapter III of Part VII of the Taxes Act or any provision
of that Chapter are to that Chapter or provision as it applies in relation to shares issued
on or after 1st January 1994.
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[
F388(13)

References in this section to Part 5 of ITA 2007 or any provision of that Part are to a
Part or provision that applies only in relation to shares issued after 5 April 2007.]]

Textual Amendments
F357 S. 150A inserted (3.5.1994) by Finance Act 1994 (c. 9), Sch. 15 para. 30
F358 Word in s. 150A(1) repealed (with effect in accordance with Sch. 13 para. 24(8)(a) of the amending

Act) by Finance Act 1998 (c. 36), Sch. 13 para. 24(1), Sch. 27 Pt. III(14)
F359 Words in s. 150A substituted (with effect in accordance with Sch. 6 para. 24(1) of the amending Act)

by Finance Act 2012 (c. 14), Sch. 6 para. 20(2)
F360 Word in s. 150A(2) repealed (with effect in accordance with Sch. 13 para. 24(8)(a) of the amending

Act) by Finance Act 1998 (c. 36), Sch. 13 para. 24(1), Sch. 27 Pt. III(14)
F361 Words in s. 150A(2) inserted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para.

311(2) (with Sch. 2)
F362 S. 150A(2A) inserted (with application in accordance with Sch. 13 para. 2(1) of the amending Act) by

Finance Act 1995 (c. 4), Sch. 13 para. 2(2)
F363 Ss. 150A(3)(a)-(c) substituted for s. 150A(3)(a)(aa)(b) (6.4.2007) by Income Tax Act 2007 (c. 3), s.

1034(1), Sch. 1 para. 311(3) (with Sch. 2)
F364 Words in s. 150A(3)(b) substituted (with effect in accordance with Sch. 7 para. 34 of the amending

Act) by Finance Act 2012 (c. 14), Sch. 7 para. 27(a)
F365 S. 150A(3A) inserted (with effect in accordance with Sch. 7 para. 34 of the amending Act) by Finance

Act 2012 (c. 14), Sch. 7 para. 27(b)
F366 Words in s. 150A(4)(a) substituted (with effect in accordance with Sch. 13 para. 24(8)(a) of the

amending Act) by Finance Act 1998 (c. 36), Sch. 13 para. 24(2)
F367 Words in s. 150A(4) inserted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para.

311(4) (with Sch. 2)
F368 Words in s. 150A(5) substituted (with effect in accordance with Sch. 13 para. 24(8)(a) of the amending

Act) by Finance Act 1998 (c. 36), Sch. 13 para. 24(3)
F369 S. 150A(6)(6A) substituted for s. 150A(6) (with effect in accordance with Sch. 13 para. 24(8)(b) of the

amending Act) by Finance Act 1998 (c. 36), Sch. 13 para. 24(4)
F370 Word in s. 150A(6)(b) omitted (with effect in accordance with Sch. 6 para. 24(1) of the amending Act)

by virtue of Finance Act 2012 (c. 14), Sch. 6 para. 20(3)(a)
F371 S. 150A(6)(ba) inserted (with effect in accordance with Sch. 6 para. 24(1) of the amending Act) by

Finance Act 2012 (c. 14), Sch. 6 para. 20(3)(a)
F372 Words in s. 150A(6)(c) substituted (with effect in accordance with Sch. 6 para. 24(1) of the amending

Act) by Finance Act 2012 (c. 14), Sch. 6 para. 20(3)(b)
F373 Word in s. 150A(6) inserted (with effect in accordance with Sch. 6 para. 24(1) of the amending Act) by

Finance Act 2012 (c. 14), Sch. 6 para. 20(3)(c)
F374 Ss. 150A(8A)-(8C) inserted (1.5.1995) by Finance Act 1995 (c. 4), Sch. 13 para. 2(4)
F375 Word in s. 150A(8A)(a) repealed (with effect in accordance with Sch. 13 para. 24(8)(c) of the

amending Act) by Finance Act 1998 (c. 36), Sch. 13 para. 24(5), Sch. 27 Pt. III(14)
F376 Words in s. 150A(8B)(b) substituted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1

para. 311(5) (with Sch. 2)
F377 Words in s. 150A(8C) inserted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para.

311(6) (with Sch. 2)
F378 S. 150A(8D) inserted (with effect in accordance with Sch. 13 para. 24(8)(d) of the amending Act) by

Finance Act 1998 (c. 36), Sch. 13 para. 24(6)
F379 Words in s. 150A(8D) inserted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para.

311(7)(a) (with Sch. 2)
F380 S. 150A(8D)(b) substituted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para. 311(7)

(b) (with Sch. 2)
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F381 Words in s. 150A(9)(a) substituted (with effect in accordance with s. 134(2) of the amending Act) by
Finance Act 1996 (c. 8), Sch. 20 para. 54

F382 Words in s. 150A(10) substituted (with effect in accordance with Sch. 6 para. 24(1) of the amending
Act) by Finance Act 2012 (c. 14), Sch. 6 para. 20(4)

F383 S. 150A(10A) inserted (with effect in accordance with Sch. 13 para. 24(8)(e) of the amending Act) by
Finance Act 1998 (c. 36), Sch. 13 para. 24(7)

F384 Words in s. 150A(10A) inserted (with effect in accordance with Sch. 6 para. 24(1) of the amending
Act) by Finance Act 2012 (c. 14), Sch. 6 para. 20(5)

F385 Words in s. 150A(10A) substituted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para.
311(8) (with Sch. 2)

F386 Words in s. 150A(11) inserted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para.
311(9)(a) (with Sch. 2)

F387 Words in s. 150A(11) inserted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para.
311(9)(b) (with Sch. 2)

F388 S. 150A(13) inserted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para. 311(10) (with
Sch. 2)

[F389150BEnterprise investment scheme: reduction of [F390EIS relief].

(1) This section has effect where section 150A(2) applies on a disposal of F391... shares,
and before the disposal but on or after 29th November 1994—

(a) value is received in circumstances where [F390EIS relief] attributable to the
shares is reduced by an amount under section 300(1A)(a) of the Taxes Act
[F392or section 213(2)(a) of ITA 2007],

(b) there is a repayment, redemption, repurchase or payment in circumstances
where [F390EIS relief] attributable to the shares is reduced by an amount under
section 303(1A)(a) of [F393the Taxes Act or section 224(2)(a) of ITA 2007], or

(c) paragraphs (a) and (b) above apply.

(2) If section 150A(2) applies on the disposal but section 150A(3) does not,
section 150A(2) shall apply only to so much of the gain as remains after deducting so
much of it as is found by multiplying it by the fraction—

(a) whose numerator is equal to the amount by which the [F390EIS relief]
attributable to the shares is reduced as mentioned in subsection (1) above, and

(b) whose denominator is equal to the amount of the [F390EIS relief] attributable
to the shares.

(3) If section 150A(2) and (3) apply on the disposal, section 150A(2) shall apply only to
so much of the gain as is found by—

(a) taking the part of the gain found under section 150A(3), and
(b) deducting from that part so much of it as is found by multiplying it by the

fraction mentioned in subsection (2) above.

(4) Where the [F390EIS relief] attributable to the shares is reduced as mentioned in
subsection (1) above by more than one amount, the numerator mentioned in
subsection (2) above shall be taken to be equal to the aggregate of the amounts.

(5) The denominator mentioned in subsection (2) above shall be found without regard to
any reduction mentioned in subsection (1) above.

[
F394(5A)

In this section “EIS relief” means relief under Chapter 3 of Part 7 of the Taxes Act
or Part 5 of ITA 2007.]
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(6) [F395Subsections (11) to (13)] of section 150A apply for the purposes of this section as
they apply for the purposes of that section.]

Textual Amendments
F389 S. 150B inserted (1.5.1995) by Finance Act 1995 (c. 4), Sch. 13 para. 3
F390 Words in s. 150B substituted (with effect in accordance with Sch. 6 para. 24(1) of the amending Act)

by Finance Act 2012 (c. 14), Sch. 6 para. 21(2)
F391 Word in s. 150B(1) repealed (with effect in accordance with Sch. 13 para. 25(2) of the amending Act)

by Finance Act 1998 (c. 36), Sch. 13 para. 25(1), Sch. 27 Pt. III(14)
F392 Words in s. 150B(1)(a) inserted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para.

312(2)(a) (with Sch. 2)
F393 Words in s. 150B(1)(b) substituted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para.

312(2)(b) (with Sch. 2)
F394 S. 150B(5A) inserted (with effect in accordance with Sch. 6 para. 24(1) of the amending Act) by

Finance Act 2012 (c. 14), Sch. 6 para. 21(3)
F395 Words in s. 150B(6) substituted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para.

312(3) (with Sch. 2)

[F396150CEnterprise investment scheme: re-investment.

Schedule 5B to this Act (which provides relief in respect of re-investment under the
enterprise investment scheme) shall have effect.]

Textual Amendments
F396 S. 150C inserted (with effect in accordance with Sch. 13 para. 4(4) of the amending Act) by Finance

Act 1995 (c. 4), Sch. 13 para. 4(1)

F397150DEnterprise investment scheme: application of taper relief

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Textual Amendments
F397 S. 150D omitted (with effect in accordance with Sch. 2 para. 56(3) of the amending Act) by virtue of

Finance Act 2008 (c. 9), Sch. 2 para. 32

[F398150ESeed enterprise investment scheme

(1) For the purpose of determining the gain or loss on any disposal of shares by an
individual where—

(a) an amount of SEIS relief is attributable to the shares, and
(b) apart from this subsection there would be a loss,

the consideration given by the individual for the shares is to be treated as reduced by
the amount of the relief.

(2) Where—
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(a) shares are disposed of by an individual after the end of the period referred to
in section 257AC(2) of ITA 2007,

(b) an amount of SEIS relief is attributable to the shares, and
(c) (apart from this subsection) there would be a gain,

the gain is not a chargeable gain.

(3) Despite section 16(2), subsection (2) does not apply to a disposal on which a loss
accrues.

(4) Subsection (5) applies where—
(a) an individual's liability to income tax has been reduced (or treated by virtue

of section 257H of ITA 2007 (spouses and civil partners) as reduced) for any
tax year under section 257AB of that Act in respect of an issue of shares,

(b) the amount of the reduction (“R”) is less than the amount (“T”) which is equal
to tax at the SEIS rate on the amount subscribed for the issue, and

(c) R is not within paragraph (b) solely by virtue of section 29(2) and (3) of ITA
2007.

(5) If there is a disposal of the shares on which there is a gain, subsection (2) applies only
to so much of the gain as is found by multiplying it by the fraction—

R T

(6) Any question as to—
(a) which of any shares that—

(i) are acquired by an individual at different times, and
(ii) are shares to which SEIS relief is attributable,

a disposal relates to, or
(b) whether a disposal relates to shares to which SEIS relief is attributable,

is to be determined for the purposes of capital gains tax as for the purposes of
section 257HA of ITA 2007.

Chapter 1 of this Part has effect subject to this subsection.

(7) Sections 104, 105 and 106A do not apply to shares to which SEIS relief is attributable.

(8) Where—
(a) an individual holds shares (“the existing holding”) which form part of the

ordinary share capital of a company,
(b) there is, by virtue of any such allotment for payment as is mentioned in

section 126(2)(a), a reorganisation affecting the existing holding, and
(c) immediately following the reorganisation, SEIS relief is attributable to the

existing holding or the allotted shares,
sections 127 to 130 do not apply in relation to the existing holding.

(9) Sections 135 and 136 do not apply in respect of shares to which SEIS relief is
attributable.

(10) Subsection (9) does not have effect to disapply section 135 or 136 where—
(a) the new holding consists of new ordinary shares carrying no present or future

preferential right to dividends or to a company's assets on its winding up and
no present or future right to be redeemed,

(b) the new shares are issued after the end of the relevant period, and
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(c) the condition in subsection (11) is satisfied.

(11) The condition is that at some time before the issue of the new shares—
(a) the company issuing them issued eligible shares, and
(b) a certificate in relation to those eligible shares was issued by the company for

the purposes of section 257EB(1) of ITA 2007 and in accordance with sections
257EC and 257ED of that Act.

(12) All such adjustments of capital gains tax are to be made, whether by way of assessment
or by way of discharge or repayment of tax, as may be required in consequence of the
SEIS relief being given or withdrawn.

(13) Where shares to which SEIS relief is attributable are exchanged for other shares in
circumstances such that section 257HB of ITA 2007 (acquisition of share capital by
new company) applies—

(a) subsection (9) above does not have effect to disapply section 135, and
(b) sections 257HB(3)(b), 257HC(2)(a) and 257HD of ITA 2007 apply for the

purposes of this section as they apply for the purposes of Part 5A of that Act.

(14) For the purposes of this section—
“eligible shares” means shares that meet the requirements of

section 257CA(2);
“new holding” is to be construed in accordance with sections 126, 127, 135

and 136;
“ordinary share capital” has the meaning given in section 989 of ITA 2007;
“ordinary shares”, in relation to a company, means shares forming part of

its ordinary share capital;
“relevant period” means the period found by applying section 257AC(2)

of ITA 2007 by reference to the company issuing the shares referred to in
subsection (9) and by reference to those shares;

“the SEIS rate” has the meaning given by section 257AB(3) of ITA 2007;
“SEIS relief” means relief under Part 5A of ITA 2007 (seed enterprise

investment scheme);
and that Part applies to determine whether SEIS relief is attributable to any shares and,
if so, the amount of SEIS relief so attributable.

Textual Amendments
F398 Ss. 150E, 150F inserted (with effect in accordance with Sch. 6 para. 24(1) of the amending Act) by

Finance Act 2012 (c. 14), Sch. 6 para. 3

150F Seed enterprise investment scheme: reduction of relief

(1) This section has effect where—
(a) section 150E(2) applies on a disposal of shares, and
(b) before the disposal, value is received in circumstances where SEIS relief

attributable to the shares is reduced by an amount under section 257FE(2)(a)
of ITA 2007.

http://www.legislation.gov.uk/id/ukpga/2012/14
http://www.legislation.gov.uk/id/ukpga/2012/14/schedule/6/paragraph/3
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(2) If section 150E(2) applies on the disposal but section 150E(5) does not,
section 150E(2) applies only to so much of the gain as remains after deducting so
much of it as is found by multiplying it by the fraction—

A B

where—

A is the amount by which the SEIS relief attributable to the shares is reduced as
mentioned in subsection (1), and

B is the amount of the relief attributable to the shares.

(3) If section 150E(2) and (5) apply on the disposal, section 150E(2) applies only to so
much of the gain as is found by—

(a) taking the part of the gain found under section 150E(5), and
(b) deducting from that part so much of it as is found by multiplying it by the

fraction mentioned in subsection (2) above.

(4) Where the SEIS relief attributable to the shares is reduced as mentioned in
subsection (1) by more than one amount, “A” in subsection (2) is to be taken to be
equal to the aggregate of the amounts.

(5) The amount which is “B” in subsection (2) is to be found without regard to any
reduction mentioned in subsection (1).

(6) For the purposes of this section, Part 5A of ITA 2007 (seed enterprise investment
scheme) applies to determine whether SEIS relief is attributable to any shares and, if
so, the amount of SEIS relief so attributable.]

Textual Amendments
F398 Ss. 150E, 150F inserted (with effect in accordance with Sch. 6 para. 24(1) of the amending Act) by

Finance Act 2012 (c. 14), Sch. 6 para. 3

[F399150GSeed enterprise investment scheme: re-investment

Schedule 5BB to this Act (which provides relief in respect of re-investment under the
seed enterprise investment scheme F400... ) has effect.]

Textual Amendments
F399 S. 150G inserted (17.7.2012) by Finance Act 2012 (c. 14), Sch. 6 para. 4
F400 Words in s. 150G omitted (17.7.2014) by virtue of Finance Act 2014 (c. 26), s. 55(2)

151 Personal equity plans.

(1) The Treasury may make regulations providing that an individual who invests under a
plan shall be entitled to relief from capital gains tax in respect of the investments.

[F401(2) The provisions of Chapter 3 of Part 6 of ITTOIA 2005 (income from individual
investment plans), except [F402sections 694(1) to (2) and 694A(1)], shall apply in

http://www.legislation.gov.uk/id/ukpga/2012/14
http://www.legislation.gov.uk/id/ukpga/2012/14/schedule/6/paragraph/3
http://www.legislation.gov.uk/id/ukpga/2012/14
http://www.legislation.gov.uk/id/ukpga/2012/14/schedule/6/paragraph/4
http://www.legislation.gov.uk/id/ukpga/2014/26
http://www.legislation.gov.uk/id/ukpga/2014/26/section/55/2
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relation to regulations made under subsection (1) as they apply to regulations made
under section 694(1), [F403but with the following modifications—

(a) any reference to income tax is to be read as a reference to capital gains tax,
[F404(aa) section 694A(2) applies also for the purposes of subsection (1) of this section,

(ab) the reference in section 694A(3) to section 694A(1) is to be read as a reference
to paragraph (aa) of this subsection,

(ac) the reference in section 694A(4)(b)(iii) to the individual's income from
investments under the plan being exempt from income tax is to be read as a
reference to the individual being entitled to relief from capital gains tax in
respect of the investments,]

(b) the reference in section 695A(1) to the case where regulations provide that
income of a child from investments under a plan is exempt from income tax
is to be read as a reference to the case where regulations provide that a child
who invests under a plan is entitled to relief from capital gains tax in respect
of the investments,

(c) the reference in section 695A(4) to that Chapter is to be read as a reference
to this section, and

(d) that Chapter has effect as if sections 699(9) and 701(6) were omitted.]]

(3) Regulations under this section may include provision securing that losses are
disregarded for the purposes of capital gains tax where they accrue on the disposal of
investments on or after 18th January 1988.

[F405(4) Regulations under this section may include provision which, for cases where a person
subscribes to a plan by transferring or renouncing shares or rights to shares—

(a) modifies the effect of this Act in relation to their acquisition and their transfer
or renunciation; and

(b) makes consequential modifications of the effect of this Act in relation to
anything which (apart from the regulations) would have been regarded on or
after their acquisition as an indistinguishable part of the same asset.]

Textual Amendments
F401 S. 151(2) substituted for s. 151(2)(2A) (with effect in accordance with s. 883(1) of the amending Act)

by Income Tax (Trading and Other Income) Act 2005 (c. 5), s. 883(1), Sch. 1 para. 436 (with Sch. 2)
F402 Words in s. 151(2) substituted (15.9.2016) by Finance Act 2016 (c. 24), s. 27(2)(a)
F403 Words in s. 151(2) substituted (19.7.2011) by Finance Act 2011 (c. 11), s. 40(6)(b)
F404 S. 151(2)(aa)-(ac) inserted (15.9.2016) by Finance Act 2016 (c. 24), s. 27(2)(b)
F405 S. 151(4) inserted (27.7.1993) by 1993 c. 34, s.85

Modifications etc. (not altering text)
C88 S. 151 extended (31.7.1998) by Finance Act 1998 (c. 36), s. 123(7)(b)

[F406151AVenture capital trusts: reliefs.

(1) A gain or loss accruing to an individual on a qualifying disposal of any ordinary shares
in a company which—

(a) was a venture capital trust at the time when he acquired the shares, and
(b) is still such a trust at the time of the disposal,

shall not be a chargeable gain or, as the case may be, an allowable loss.

http://www.legislation.gov.uk/id/ukpga/2005/5
http://www.legislation.gov.uk/id/ukpga/2005/5/section/883/1
http://www.legislation.gov.uk/id/ukpga/2005/5/schedule/1/paragraph/436
http://www.legislation.gov.uk/id/ukpga/2005/5/schedule/2
http://www.legislation.gov.uk/id/ukpga/2016/24
http://www.legislation.gov.uk/id/ukpga/2016/24/section/27/2/a
http://www.legislation.gov.uk/id/ukpga/2011/11
http://www.legislation.gov.uk/id/ukpga/2011/11/section/40/6/b
http://www.legislation.gov.uk/id/ukpga/2016/24
http://www.legislation.gov.uk/id/ukpga/2016/24/section/27/2/b
http://www.legislation.gov.uk/id/ukpga/1993/34
http://www.legislation.gov.uk/id/ukpga/1993/34/section/85
http://www.legislation.gov.uk/id/ukpga/1998/36
http://www.legislation.gov.uk/id/ukpga/1998/36/section/123/7/b
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(2) For the purposes of this section a disposal of shares is a qualifying disposal in so far
as—

(a) it is made by an individual who has attained the age of eighteen years;
(b) the shares disposed of were not acquired in excess of the permitted maximum

for any year of assessment; and
(c) that individual acquired those shares for bona fide commercial purposes and

not as part of a scheme or arrangement the main purpose of which, or one of
the main purposes of which, is the avoidance of tax.

F407(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

(4) In determining for the purposes of this section whether a disposal by any person of
shares in a venture capital trust relates to shares acquired in excess of the permitted
maximum for any year of assessment, it shall be assumed (subject to subsection (5)
below)—

(a) as between shares acquired by the same person on different days, that those
acquired on an earlier day are disposed of by that person before those acquired
on a later day; and

(b) as between shares acquired by the same person on the same day, that those
acquired in excess of the permitted maximum are disposed of by that person
before he disposes of any other shares acquired on that day.

(5) It shall be assumed for the purposes of subsection (1) above that a person who disposes
of shares in a venture capital trust disposes of shares acquired at a time when it was
not such a trust before he disposes of any other shares in that trust.

(6) References in this section to shares in a venture capital trust acquired in excess of the
permitted maximum for any year of assessment shall be construed [F408as references
to shares not acquired within the limit in section 709(4) of ITTOIA 2005; and the
question whether shares are acquired within that limit shall be determined as it is for
the purposes of Chapter 5 of Part 6 of that Act].

(7) In this section and section 151B “ordinary shares”, in relation to a company, means any
shares forming part of the company’s ordinary share capital (within [F409the meaning
given in section 989 of ITA 2007]).

Textual Amendments
F406 Ss. 151A, 151B inserted (with effect in accordance with s. 72(8) of the amending Act) by Finance Act

1995 (c. 4), s. 72(3)
F407 S. 151A(3) repealed (with effect in accordance with Sch. 19 para. 7 of the amending Act) by Finance

Act 2004 (c. 12), Sch. 19 para. 4, Sch. 42 Pt. 2(13)
F408 Words in s. 151A(6) substituted (with effect in accordance with s. 883(1) of the amending Act) by

Income Tax (Trading and Other Income) Act 2005 (c. 5), s. 883(1), Sch. 1 para. 437 (with Sch. 2)
F409 Words in s. 151A(7) substituted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para.

314 (with Sch. 2)

Modifications etc. (not altering text)
C89 S. 151A modified (with effect in accordance with reg. 1(2)(a) of the amending S.I.) by The Venture

Capital Trust (Winding up and Mergers) (Tax) Regulations 2004 (S.I. 2004/2199), regs. 1(1), 6(1),
13(4)

http://www.legislation.gov.uk/id/ukpga/1995/4
http://www.legislation.gov.uk/id/ukpga/1995/4
http://www.legislation.gov.uk/id/ukpga/1995/4/section/72/3
http://www.legislation.gov.uk/id/ukpga/2004/12
http://www.legislation.gov.uk/id/ukpga/2004/12
http://www.legislation.gov.uk/id/ukpga/2004/12/schedule/19/paragraph/4
http://www.legislation.gov.uk/id/ukpga/2004/12/schedule/42/part/2/13
http://www.legislation.gov.uk/id/ukpga/2005/5
http://www.legislation.gov.uk/id/ukpga/2005/5/section/883/1
http://www.legislation.gov.uk/id/ukpga/2005/5/schedule/1/paragraph/437
http://www.legislation.gov.uk/id/ukpga/2005/5/schedule/2
http://www.legislation.gov.uk/id/ukpga/2007/3
http://www.legislation.gov.uk/id/ukpga/2007/3/section/1034/1
http://www.legislation.gov.uk/id/ukpga/2007/3/schedule/1/paragraph/314
http://www.legislation.gov.uk/id/ukpga/2007/3/schedule/1/paragraph/314
http://www.legislation.gov.uk/id/ukpga/2007/3/schedule/2
http://www.legislation.gov.uk/id/uksi/2004/2199
http://www.legislation.gov.uk/id/uksi/2004/2199
http://www.legislation.gov.uk/id/uksi/2004/2199/regulation/1/1
http://www.legislation.gov.uk/id/uksi/2004/2199/regulation/6/1
http://www.legislation.gov.uk/id/uksi/2004/2199/regulation/13/4
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C90 S. 151A(4)(5) applied by Income and Corporation Taxes Act 1988 (c. 1), Sch. 15B para. 8(6)(c) (as
inserted (1.5.1995) by Finance Act 1995 (c. 4), s. 71(2), Sch. 15)

151B Venture capital trusts: supplementary.

(1) Sections 104, 105 and [F410106A] shall not apply to any shares in a venture capital trust
which are eligible for relief under section 151A(1).

(2) Subject to the following provisions of this section, where—
(a) an individual holds any ordinary shares in a venture capital trust,
(b) some of those shares fall within one of the paragraphs of subsection (3) below,

and
(c) others of those shares fall within at least one other of those paragraphs,

then, if there is within the meaning of section 126 a reorganisation affecting those
shares, section 127 shall apply separately in relation to the shares (if any) falling within
each of the paragraphs of that subsection (so that shares of each kind are treated as a
separate holding of original shares and identified with a separate new holding).

(3) The kinds of shares referred to in subsection (2) above are—
(a) any shares in a venture capital trust which are eligible for relief under

section 151A(1) and by reference to which any person has [F411obtained] or is
entitled to claim relief under [F411Chapter 2 of Part 6 of ITA 2007];

(b) any shares in a venture capital trust which are eligible for relief under
section 151A(1) but by reference to which no person has [F412obtained], or is
entitled to claim, any relief under [F412that Chapter of that Part];

(c) any shares in a venture capital trust by reference to which any person has
[F413obtained], or is entitled to claim, any relief under [F413that Chapter of that
Part] but which are not shares that are eligible for relief under section 151A(1);
and

(d) any shares in a venture capital trust that do not fall within any of paragraphs
(a) to (c) above.

(4) Where—
(a) an individual holds ordinary shares in a company (“the existing holding”),
(b) there is, by virtue of any such allotment for payment as is mentioned in

section 126(2)(a), a reorganisation affecting the existing holding, and
(c) immediately following the reorganisation, the shares or the allotted holding

are shares falling within any of paragraphs (a) to (c) of subsection (3) above,
sections 127 to 130 shall not apply in relation to the existing holding.

(5) Sections 135 and 136 shall not apply where—
(a) the exchanged holding consists of shares falling within paragraph (a) or (b)

of subsection (3) above; and
(b) that for which the exchanged holding is or is treated as exchanged does not

consist of ordinary shares in a venture capital trust.

(6) Where—
(a) the approval of any company as a venture capital trust is withdrawn, and
(b) the withdrawal of the approval is not one to which [F414section 281(3) of ITA

2007] applies,

http://www.legislation.gov.uk/id/ukpga/1995/4
http://www.legislation.gov.uk/id/ukpga/1995/4/section/71/2
http://www.legislation.gov.uk/id/ukpga/1995/4/schedule/15
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any person who at the time when the withdrawal takes effect is holding shares in
that company which (apart from the withdrawal) would be eligible for relief under
section 151A(1) shall be deemed for the purposes of this Act, at that time, to have
disposed of and immediately re-acquired those shares for a consideration equal to their
market value at that time.

(7) The disposal that is deemed to take place by virtue of subsection (6) above shall
be deemed for the purposes of section 151A to take place while the company is
still a venture capital trust; but, for the purpose of applying sections 104, 105 and
[F415106A] to the shares that are deemed to be re-acquired, it shall be assumed that
the re-acquisition for which that subsection provides takes place immediately after the
company ceases to be such a trust.

(8) For the purposes of this section—
(a) shares are eligible for relief under section 151A(1) at any time when they are

held by an individual whose disposal of the shares at that time would (on the
assumption, where it is not the case, that the individual attained the age of
eighteen years before that time) be a disposal to which section 151A(1) would
apply; and

(b) shares shall not, in relation to any time, be treated as shares by reference to
which relief has been [F416obtained] under [F416Chapter 2 of Part 6 of ITA 2007]
if that time falls after—

(i) any relief given by reference to those shares has been reduced or
withdrawn,

(ii) any chargeable event (within the meaning of Schedule 5C) has
occurred in relation to those shares, or

(iii) the death of a person who held those shares immediately before his
death;

and
[F417(c) a reference to the exchanged holding is, in relation to section 135 or 136, to

the shares in the company referred to in that section as company A.]]

Textual Amendments
F406 Ss. 151A, 151B inserted (with effect in accordance with s. 72(8) of the amending Act) by Finance Act

1995 (c. 4), s. 72(3)
F410 Word in s. 151B(1) substituted (with effect in accordance with s. 124(7) of the amending Act) by

Finance Act 1998 (c. 36), s. 124(6)
F411 Words in s. 151B(3)(a) substituted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para.

315(2)(a) (with Sch. 2)
F412 Words in s. 151B(3)(b) substituted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para.

315(2)(b) (with Sch. 2)
F413 Words in s. 151B(3)(c) substituted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para.

315(2)(b) (with Sch. 2)
F414 Words in s. 151B(6)(b) substituted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para.

315(3) (with Sch. 2)
F415 Word in s. 151B(7) substituted (with effect in accordance with s. 124(7) of the amending Act) by

Finance Act 1998 (c. 36), s. 124(6)
F416 Words in s. 151B(8)(b) substituted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para.

315(4) (with Sch. 2)
F417 S. 151B(8)(c) substituted (with effect in accordance with Sch. 9 paras. 7, 8 of the amending Act) by

Finance Act 2002 (c. 23), Sch. 9 para. 5(9)
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Modifications etc. (not altering text)
C91 S. 151B modified (with effect in accordance with reg. 1(2)(a) of the amending S.I.) by The Venture

Capital Trust (Winding up and Mergers) (Tax) Regulations 2004 (S.I. 2004/2199), regs. 1(1), 6(1),
13(4)

[F418151BACITR: identification of securities or shares on a disposal

(1) This section applies for the purpose of identifying the securities or shares disposed of
in any case where—

(a) an individual or company (“the investor”) disposes of part of a holding of
securities or shares (“the holding”), and

(b) the holding includes securities or shares to which CITR is attributable in
respect of one or more years of assessment or accounting periods that have
been held by the investor continuously from the time they were issued until
the disposal.

(2) Any disposal by the investor of securities or shares included in the holding which have
been acquired by the investor on different days is treated as relating to those acquired
on an earlier day rather than to those acquired on a later day.

(3) If there is a disposal by the investor of securities or shares included in the holding
which have been acquired by the investor on the same day, any of those securities or
shares—

(a) to which CITR is attributable, and
(b) which have been held by the investor continuously from the time they were

issued until the time of disposal,
are treated as disposed of after any other securities or shares included in the holding
which were acquired by the investor on that day.

(4) For the purposes of this section a holding of securities is any number of securities of
a company which—

(a) carry the same rights,
(b) were issued under the same terms, and
(c) are held by the investor in the same capacity.

It does not matter for this purpose that the number of the securities grows or diminishes
as securities carrying those rights and issued under those terms are acquired or
disposed of.

(5) For the purposes of this section a holding of shares is any number of shares in a
company which—

(a) are of the same class, and
(b) are held by the investor in the same capacity.

It does not matter for this purpose that the number of the shares grows or diminishes
as shares of that class are acquired or disposed of.

(6) Chapter 1 of Part 4 (share pooling, etc) has effect subject to this section.

(7) Sections 104 to 107 (which make provision for the identification of securities and
shares on a disposal) do not apply to securities or shares to which CITR is attributable.
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(8) In a case to which section 127 (equation of original shares and new holding) applies,
shares included in the new holding are treated for the purposes of subsections (2) and
(3) as acquired when the original shares were acquired.

(9) In subsection (8)—
(a) the reference to section 127 includes a reference to that section as it is applied

by virtue of any enactment relating to chargeable gains, and
(b) “original shares” and “new holding” have the same meaning as in section 127,

or (as the case may be) that section as applied by virtue of the enactment in
question.

(10) In this section and sections 151BB and 151BC—
(a) if the investor is an individual—

(i) “CITR” has the meaning given by section 333 of ITA 2007,
(ii) references to CITR being attributable to securities, shares or

debentures are to be read in accordance with section 357 of that Act,
and

(iii) references to securities, shares or debentures having been held by the
investor continuously are to be read in accordance with section 380
of that Act,

(b) if the investor is a company—
(i) “CITR” means relief under [F419Part 7 of CTA 2010],

(ii) references to CITR being [F420attributable to securities, shares or
debentures] are to be read in accordance with [F421section 240 of that
Act], and

(iii) references to securities, shares or debentures having been held
by the investor continuously are to be read in accordance with
[F422section 267 of that Act].]

Textual Amendments
F418 S. 151BA inserted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para. 316 (with Sch.

2)
F419 Words in s. 151BA(10)(b)(i) substituted (with effect in accordance with s. 1184(1) of the amending

Act) by Corporation Tax Act 2010 (c. 4), s. 1184(1), Sch. 1 para. 236(a) (with Sch. 2)
F420 Words in s. 151BA(10)(b)(ii) substituted (with effect in accordance with s. 1184(1) of the amending

Act) by Corporation Tax Act 2010 (c. 4), s. 1184(1), Sch. 1 para. 236(b)(i) (with Sch. 2)
F421 Words in s. 151BA(10)(b)(ii) substituted (with effect in accordance with s. 1184(1) of the amending

Act) by Corporation Tax Act 2010 (c. 4), s. 1184(1), Sch. 1 para. 236(b)(ii) (with Sch. 2)
F422 Words in s. 151BA(10)(b)(iii) substituted (with effect in accordance with s. 1184(1) of the amending

Act) by Corporation Tax Act 2010 (c. 4), s. 1184(1), Sch. 1 para. 236(c) (with Sch. 2)

[F423151BBCITR: rights issues etc

(1) If—
(a) an individual or company (“the investor”) holds shares in the CDFI which are

of the same class and held in the same capacity (“the existing holding”),
(b) there is a reorganisation affecting the existing holding as a result of an

allotment which—
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(i) falls within section 126(2)(a) (an allotment of shares or debentures in
respect of and in proportion to an original holding), and

(ii) is not an allotment of corresponding bonus shares,
(c) immediately after the reorganisation, CITR is attributable to the shares

included in the existing holding or the shares or debentures allotted in respect
of those shares, in respect of one or more years of assessment or accounting
periods, and

(d) if CITR is attributable to the shares included in the existing holding at that
time, those shares have been held by the investor continuously from the time
they were issued until the reorganisation,

sections 127 to 130 (treatment of share capital following a reorganisation) do not apply
in relation to the existing holding.

(2) Section 116(10) (reorganisations, conversions and reconstructions) does not apply in
any case where the old asset consists of shares held (in the same capacity) by the
investor—

(a) that have been held by the investor continuously from the time they were
issued until the relevant transaction, and

(b) to which CITR is attributable immediately before that transaction.

In this subsection “old asset” and “the relevant transaction” have the meaning given
by section 116.

(3) For the purposes of subsection (1)—
“corresponding bonus shares” means bonus shares that—

(a) are issued in respect of shares included in the existing holding, and
(b) are in the same company, are of the same class, and carry the same rights

as, those shares,
“reorganisation” has the meaning given in section 126.

(4) The following provisions of this Act have effect subject to this section—
section 116 (reorganisations, conversions and reconstructions);
Chapter 2 of Part 4 (reorganisation of share capital, conversion of securities etc).

(5) In this section “the CDFI” is to be read—
(a) if the investor is an individual, in accordance with section 334(2) of ITA 2007,
(b) if the investor is a company, in accordance with [F424section 219(2) of CTA

2010].]

Textual Amendments
F423 S. 151BB inserted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para. 317 (with Sch.

2)
F424 Words in s. 151BB(5)(b) substituted (with effect in accordance with s. 1184(1) of the amending Act)

by Corporation Tax Act 2010 (c. 4), s. 1184(1), Sch. 1 para. 237 (with Sch. 2)

[F425151BCCITR: company reconstructions etc

(1) If—
(a) an individual or company (“the investor”) holds shares in or debentures of a

company (“company A”),
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(b) there is a reconstruction or amalgamation affecting that holding (“the existing
holding”),

(c) immediately before the reconstruction or amalgamation, CITR is attributable
to the shares or debentures included in the existing holding in respect of one
or more years of assessment or accounting periods, and

(d) the shares or debentures included in the existing holding have been held by the
investor continuously from the time they were issued until the reconstruction
or amalgamation,

sections 135 and 136 (share exchanges and company reconstructions) do not apply in
respect of the existing holding.

(2) Subsection (1)(a) applies only if the shares or debentures are held by the investor in
the same capacity.

(3) For the purposes of subsection (1) a “reconstruction or amalgamation” means an issue
by a company of shares in or debentures of that company in exchange for or in respect
of shares in or debentures of company A.

(4) The following provisions of this Act have effect subject to this section—
section 116 (reorganisations, conversions and reconstructions),
Chapter 2 of Part 4 (reorganisation of share capital, conversion of securities etc).

(5) The investor is treated as disposing of any securities or shares which but for
subsection (1) the investor—

(a) would be treated as exchanging for other securities or shares by virtue of
section 136, or

(b) would be so treated but for section 137(1) (which restricts section 136 to
genuine reconstructions).]

Textual Amendments
F425 S. 151BC inserted (6.4.2007) by Income Tax Act 2007 (c. 3), s. 1034(1), Sch. 1 para. 318 (with Sch.

2)

[F426151CStrips: manipulation of price: associated payment giving rise to loss

(1) This section applies if—
(a) as a result of any scheme or arrangement which has an unallowable purpose,

the circumstances are, or might have been, as mentioned in paragraph (a), (b)
or (c) of section 449(2) of ITTOIA 2005,

(b) under the scheme or arrangement, a payment falls to be made otherwise than
in respect of the acquisition or disposal of a strip, and

(c) as a result of that payment or the circumstances in which it is made, a loss
accrues to any person.

(2) The loss shall not be an allowable loss.

(3) For the purposes of this section a scheme or arrangement has an unallowable purpose
if the main benefit, or one of the main benefits that might have been expected to result
from, or from any provision of, the scheme or arrangement (apart from section 449 of
ITTOIA 2005 and this section) is—

(a) the obtaining of a tax advantage by any person, or
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(b) the accrual to any person of an allowable loss.

(4) The reference in subsection (1)(b) to the acquisition or disposal of a strip shall be
construed as if it were in Chapter 8 of Part 4 of ITTOIA 2005 (profits from deeply
discounted securities) (see, in particular, sections 437 and 445 of that Act for the
meaning of “disposal” and “acquisition” and section 444 of that Act for the meaning
of “strip”).

(5) In subsection (3)(a) “tax advantage” has the meaning given by [F427section 1139 of
CTA 2010].

(6) This section applies to losses accruing on or after 17th March 2004.]

Textual Amendments
F426 S. 151C inserted (with effect in accordance with s. 883(1) of the amending Act) by Income Tax

(Trading and Other Income) Act 2005 (c. 5), s. 883(1), Sch. 1 para. 438 (with Sch. 2)
F427 Words in s. 151C(5) substituted (with effect in accordance with s. 1184(1) of the amending Act) by

Corporation Tax Act 2010 (c. 4), s. 1184(1), Sch. 1 para. 238 (with Sch. 2)

[F428151DCorporate strips: manipulation of price: associated payment giving rise to loss

(1) This section applies if—
(a) as a result of any scheme or arrangement which has an unallowable purpose,

the circumstances are, or might have been, as mentioned in paragraph (a), (b)
or (c) of section 452G(2) of ITTOIA 2005,

(b) under the scheme or arrangement, a payment falls to be made otherwise than
in respect of the acquisition or disposal of a corporate strip, and

(c) as a result of that payment or the circumstances in which it is made, a loss
accrues to any person.

(2) The loss shall not be an allowable loss.

(3) For the purposes of this section a scheme or arrangement has an unallowable purpose
if the main benefit, or one of the main benefits, that might have been expected to result
from, or from any provision of, the scheme or arrangement (apart from section 452G
of ITTOIA 2005 and this section) is—

(a) the obtaining of a tax advantage by any person, or
(b) the accrual to any person of an allowable loss.

(4) The reference in subsection (1)(b) above to the acquisition or disposal of a corporate
strip shall be construed as if it were in Chapter 8 of Part 4 of ITTOIA 2005 (profits
from deeply discounted securities) (see, in particular, sections 437 and 452F of that
Act for the meaning of “disposal” and section 452E of that Act for the meaning of
“corporate strip”).

(5) In subsection (3)(a) above “tax advantage” has the meaning given by [F429section 1139
of CTA 2010].

(6) This section applies to losses accruing on or after 6th April 2005.]
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Textual Amendments
F428 S. 151D inserted (20.7.2005) by Finance (No. 2) Act 2005 (c. 22), Sch. 7 para. 8
F429 Words in s. 151D(5) substituted (with effect in accordance with s. 1184(1) of the amending Act) by

Corporation Tax Act 2010 (c. 4), s. 1184(1), Sch. 1 para. 239 (with Sch. 2)

[F430151EExchange gains and losses from loan relationships: regulations

(1) The Treasury may by regulations make provision for or in connection with bringing
into account in prescribed circumstances for the purposes of this Act [F431exchange
gains or losses (as defined by section 475 of CTA 2009)] to which section 328(1)
of CTA 2009 does not apply because of section 328(3) [F432of that Act or because of
regulations under section 328(4) of that Act].

[
F433(1A)

The regulations may make provision as to the way in which, including the currency
by reference to which, the amounts to be brought into account are to be calculated.]

(2) The regulations may—
(a) make different provision for different cases, and
(b) make provision subject to an election or to other prescribed conditions.

Textual Amendments
F430 Ss. 151E-151G inserted (with effect in accordance with s. 1329(1) of the amending Act) by

Corporation Tax Act 2009 (c. 4), s. 1329(1), Sch. 1 para. 370 (with Sch. 2 Pts. 1, 2)
F431 Words in s. 151E(1) substituted (with effect in accordance with Sch. 7 Pt. 6 of the amending Act) by

Finance (No. 2) Act 2015 (c. 33), Sch. 7 para. 98(2)(a)
F432 Words in s. 151E(1) substituted (with effect in accordance with Sch. 7 Pt. 6 of the amending Act) by

Finance (No. 2) Act 2015 (c. 33), Sch. 7 para. 98(2)(b)
F433 S. 151E(1A) inserted (with effect in accordance with Sch. 7 Pt. 6 of the amending Act) by Finance

(No. 2) Act 2015 (c. 33), Sch. 7 para. 98(3)

F434151F Treatment of alternative finance arrangements

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Textual Amendments
F430 Ss. 151E-151G inserted (with effect in accordance with s. 1329(1) of the amending Act) by

Corporation Tax Act 2009 (c. 4), s. 1329(1), Sch. 1 para. 370 (with Sch. 2 Pts. 1, 2)
F434 S. 151F repealed (with effect in accordance with s. 381(1) of the amending Act) by Taxation

(International and Other Provisions) Act 2010 (c. 8), s. 381(1), Sch. 8 para. 201, Sch. 10 Pt. 7 (with
Sch. 9 paras. 1-9, 22)

151G Regulations where non-qualifying shares conditions altered

(1) If the Treasury make regulations under section 533 of CTA 2009 (power to change
conditions for non-qualifying shares) adding, varying or removing such a condition
as is mentioned in subsection (1) of that section, they may also by regulations amend
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this Act so as to make provision for or in connection with taxation in the case of any
asset or transaction that is or was mentioned in the condition.

(2) Regulations under this section may—
(a) make different provision for different cases, and
(b) make incidental, supplemental, consequential and transitional provisions and

savings.

(3) Regulations made under subsection (2)(b) may, in particular, include provision
amending any enactment or any instrument made under an enactment.]

Textual Amendments
F430 Ss. 151E-151G inserted (with effect in accordance with s. 1329(1) of the amending Act) by

Corporation Tax Act 2009 (c. 4), s. 1329(1), Sch. 1 para. 370 (with Sch. 2 Pts. 1, 2)

[F435CHAPTER 4

ALTERNATIVE FINANCE ARRANGEMENTS

Textual Amendments
F435 Pt. 4 Ch. 4 inserted (with effect in accordance with s. 381(1) of the amending Act) by Taxation

(International and Other Provisions) Act 2010 (c. 8), s. 381(1), Sch. 2 para. 28 (with Sch. 9 paras. 1-9,
22)

Modifications etc. (not altering text)
C92 Pt. 4 Ch. 4 applied (with modifications) (with effect in accordance with s. 381(1) of the amending Act)

by Taxation (International and Other Provisions) Act 2010 (c. 8), s. 381(1), Sch. 9 para. 40 (with Sch.
9 paras. 1-9, 22)

Introduction

151H Introduction

(1) This Chapter makes provision about the treatment of alternative finance arrangements
with financial institutions and alternative finance return under such arrangements for
the purposes of this Act (see sections 151T to 151Y).

(2) In this Chapter “alternative finance arrangements” means—
(a) purchase and resale arrangements,
(b) diminishing shared ownership arrangements,
(c) deposit arrangements,
(d) profit share agency arrangements, and
(e) investment bond arrangements.

(3) In this Chapter—
(a) “purchase and resale arrangements” means arrangements to which

section 151J applies,
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(b) “diminishing shared ownership arrangements” means arrangements to which
section 151K applies,

(c) “deposit arrangements” means arrangements to which section 151L applies,
(d) “profit share agency arrangements” means arrangements to which

section 151M applies, and
(e) “investment bond arrangements” means arrangements to which section 151N

applies.

(4) For the meaning of “alternative finance return”, see sections 151P to 151S.

(5) For the meaning of “financial institution”, see section 151I.

(6) Also, see—
(a) section 366 of TIOPA 2010 (power to extend this Chapter and other provisions

to other arrangements by order), and
(b) Schedule 61 to FA 2009 (alternative finance investment bonds) which makes

further provision about the treatment of investment bond arrangements for the
purposes of this Act.]

[F436151IMeaning of “financial institution”

(1) In this Chapter “financial institution” means—
(a) a bank, as defined by section 1120 of CTA 2010,
(b) a building society,
(c) a wholly-owned subsidiary—

(i) of a bank within paragraph (a), or
(ii) of a building society,

(d) a person authorised by a licence under Part 3 of the Consumer Credit Act 1974
to carry on a consumer credit business or consumer hire business within the
meaning of that Act,

(e) a bond-issuer, within the meaning of section 151N, but only in
relation to any bond assets which are rights under purchase and resale
arrangements, diminishing shared ownership arrangements or profit share
agency arrangements,

(f) a person authorised in a jurisdiction outside the United Kingdom—
(i) to receive deposits or other repayable funds from the public, and

(ii) to grant credits for its own account,
(g) an insurance company as defined in [F437section 65 of the Finance Act 2012],

or
(h) a person who is authorised in a jurisdiction outside the United Kingdom

to carry on a business which consists of effecting or carrying out contracts
of insurance or substantially similar business but not an insurance special
purpose vehicle as defined in [F438section 139(1) of the Finance Act 2012].

(2) For the purposes of subsection (1)(c) a company is a wholly-owned subsidiary of a
bank or building society (“the parent”) if it has no members except—

(a) the parent or persons acting on behalf of the parent, and
(b) the parent's wholly-owned subsidiaries or persons acting on behalf of the

parent's wholly-owned subsidiaries.]
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Textual Amendments
F436 S. 151I inserted (with effect in accordance with s. 381(1) of the amending Act) by Taxation

(International and Other Provisions) Act 2010 (c. 8), s. 381(1), Sch. 2 para. 29 (with Sch. 9 paras. 1-9,
22)

F437 Words in s. 151I(1)(g) substituted (17.7.2012) by Finance Act 2012 (c. 14), Sch. 16 para. 76(a)
F438 Words in s. 151I(1)(h) substituted (17.7.2012) by Finance Act 2012 (c. 14), Sch. 16 para. 76(b)

[F439Arrangements that are alternative finance arrangements

Textual Amendments
F439 S. 151J and cross-heading inserted (with effect in accordance with s. 381(1) of the amending Act) by

Taxation (International and Other Provisions) Act 2010 (c. 8), s. 381(1), Sch. 2 para. 30 (with Sch. 9
paras. 1-9, 22)

151J Purchase and resale arrangements

(1) This section applies to arrangements if—
(a) they are entered into between two persons (“the first purchaser” and “the

second purchaser”), one or both of whom are financial institutions, and
(b) under the arrangements—

(i) the first purchaser purchases an asset and sells it to the second
purchaser,

(ii) the sale occurs immediately after the purchase or in the circumstances
mentioned in subsection (2),

(iii) all or part of the second purchase price is not required to be paid until
a date later than that of the sale,

(iv) the second purchase price exceeds the first purchase price, and
(v) the excess equates, in substance, to the return on an investment of

money at interest.

(2) The circumstances are that—
(a) the first purchaser is a financial institution, and
(b) the asset referred to in subsection (1)(b)(i) was purchased by the first

purchaser for the purpose of entering into arrangements within this section.

(3) In this section—
“the first purchase price” means the amount paid by the first purchaser in

respect of the purchase, and
“the second purchase price” means the amount payable by the second

purchaser in respect of the sale.

(4) This section is subject to section 151O (provision not at arm's length: exclusion of
arrangements from this section and sections 151K to 151N).]

[F440151KDiminishing shared ownership arrangements

(1) This section applies to arrangements if under them—
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(a) a financial institution (“the first owner”) acquires a beneficial interest in an
asset,

(b) another person (“the eventual owner”) also acquires a beneficial interest in it,
(c) the eventual owner is to make payments to the first owner amounting in

aggregate to the consideration paid for the acquisition of the first owner's
beneficial interest (but subject to any adjustment required for such a reduction
as is mentioned in subsection (5)),

(d) the eventual owner is to acquire the first owner's beneficial interest (whether
or not in stages) as a result of those payments,

(e) the eventual owner is to make other payments to the first owner (whether
under a lease forming part of the arrangements or otherwise),

(f) the eventual owner has the exclusive right to occupy or otherwise to use the
asset, and

(g) the eventual owner is exclusively entitled to any income, profit or gain arising
from or attributable to the asset (including, in particular, an increase in its
value).

(2) For the purposes of subsection (1)(a) it does not matter if—
(a) the first owner acquires its beneficial interest from the eventual owner,
(b) the eventual owner, or another person who is not the first owner, also has a

beneficial interest in the asset, or
(c) the first owner also has a legal interest in it.

(3) Subsection (1)(f) does not prevent the eventual owner from granting an interest or
right in relation to the asset if the conditions in subsection (4) are met.

(4) The conditions are that—
(a) the grant is not to—

(i) the first owner,
(ii) a person controlled by the first owner, or

(iii) a person controlled by a person who also controls the first owner, and
(b) the grant is not required by the first owner or arrangements to which the first

owner is a party.

(5) Subsection (1)(g) does not prevent the first owner from—
(a) having responsibility for any reduction in the asset's value, or
(b) having a share in a loss arising out of any such reduction.

(6) Section 1124 of CTA 2010 (meaning of “control”) applies for the purposes of this
section.

(7) This section is subject to section 151O (provision not at arm's length: exclusion of
arrangements from section 151J, this section and sections 151L to 151N).]

Textual Amendments
F440 S. 151K inserted (with effect in accordance with s. 381(1) of the amending Act) by Taxation

(International and Other Provisions) Act 2010 (c. 8), s. 381(1), Sch. 2 para. 31 (with Sch. 9 paras. 1-9,
22)
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[F441151LDeposit arrangements

(1) This section applies to arrangements if under them—
(a) a person (“the depositor”) deposits money with a financial institution,
(b) the money, together with money deposited with the institution by other

persons, is used by it with a view to producing a profit,
(c) from time to time the institution makes or credits a payment to the depositor

out of profit resulting from the use of the money,
(d) the payment is in proportion to the amount deposited by the depositor, and
(e) the payments so made or credited by the institution equate, in substance, to

the return on an investment of money at interest.

(2) This section is subject to section 151O (provision not at arm's length: exclusion of
arrangements from sections 151J, 151K, this section and sections 151M and 151N).]

Textual Amendments
F441 S. 151L inserted (with effect in accordance with s. 381(1) of the amending Act) by Taxation

(International and Other Provisions) Act 2010 (c. 8), s. 381(1), Sch. 2 para. 32 (with Sch. 9 paras. 1-9,
22)

[F442151MProfit share agency arrangements

(1) This section applies to arrangements if under them—
(a) a person (“the principal”) appoints an agent,
(b) one or both of the principal and agent is a financial institution,
(c) the agent uses money provided by the principal with a view to producing a

profit,
(d) the principal is entitled, to a specified extent, to profits resulting from the use

of the money,
(e) the agent is entitled to any additional profits resulting from its use (and may

also be entitled to a fee paid by the principal), and
(f) payments made because of the principal's entitlement to profits equate, in

substance, to the return on an investment of money at interest.

(2) This section is subject to section 151O (provision not at arm's length: exclusion of
arrangements from sections 151J to 151L, this section and section 151N).]

Textual Amendments
F442 S. 151M inserted (with effect in accordance with s. 381(1) of the amending Act) by Taxation

(International and Other Provisions) Act 2010 (c. 8), s. 381(1), Sch. 2 para. 33 (with Sch. 9 paras. 1-9,
22)

[F443151NInvestment bond arrangements

(1) This section applies to arrangements if—
(a) they provide for one person (“the bond-holder”) to pay a sum of money (“the

capital”) to another (“the bond-issuer”),
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(b) they identify assets, or a class of assets, which the bond-issuer will acquire
for the purpose of generating income or gains directly or indirectly (“the bond
assets”),

(c) they specify a period at the end of which they cease to have effect (“the bond
term”),

(d) the bond-issuer undertakes under the arrangements—
(i) to dispose at the end of the bond term of any bond assets which are

still in the bond-issuer's possession,
(ii) to make a repayment of the capital (“the redemption payment”) to the

bond-holder during or at the end of the bond-term (whether or not in
instalments), and

(iii) to pay to the bond-holder other payments on one or more occasions
during or at the end of the bond term (“additional payments”),

(e) the amount of the additional payments does not exceed an amount which
would be a reasonable commercial return on a loan of the capital,

(f) under the arrangements the bond-issuer undertakes to arrange for the
management of the bond assets with a view to generating income sufficient
to pay the redemption payment and additional payments,

(g) the bond-holder is able to transfer the rights under the arrangements to another
person (who becomes the bond-holder because of the transfer),

(h) the arrangements are a listed security on a recognised stock exchange [F444or
admitted to trading on a multilateral trading facility operated by an EEA-
regulated recognised stock exchange], and

(i) the arrangements are wholly or partly treated in accordance with international
accounting standards as a financial liability of the bond-issuer, or would be if
the bond-issuer applied those standards.

(2) For the purposes of subsection (1)—
(a) the bond-issuer may acquire bond assets before or after the arrangements take

effect,
(b) the bond assets may be property of any kind, including rights in relation to

property owned by someone other than the bond-issuer,
(c) the identification of the bond assets mentioned in subsection (1)(b) and the

undertakings mentioned in subsection (1)(d) and (f) may (but need not) be
described as, or accompanied by a document described as, a declaration of
trust,

(d) a reference to the management of assets includes a reference to disposal,
(e) the bond-holder may (but need not) be entitled under the arrangements to

terminate them, or participate in terminating them, before the end of the bond
term,

(f) the amount of the additional payments may be—
(i) fixed at the beginning of the bond term,

(ii) determined wholly or partly by reference to the value of or income
generated by the bond assets, or

(iii) determined in some other way,
(g) if the amount of the additional payments is not fixed at the beginning of the

bond term, the reference in subsection (1)(e) to the amount of the additional
payments is a reference to the maximum amount of the additional payments,
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(h) the amount of the redemption payment may (but need not) be subject to
reduction in the event of a fall in the value of the bond assets or in the rate of
income generated by them, F445...

(i) entitlement to the redemption payment may (but need not) be capable of being
satisfied (whether or not at the option of the bond-issuer or the bond-holder)
by the issue or transfer of shares or other securities,

[
F446(j)

a recognised stock exchange is an “EEA-regulated recognised stock
exchange” if it is regulated in the European Economic Area, and

(k) “multilateral trading facility” has the same meaning as in Article 4.1.22 of
Directive 2014/65/EU of the European Parliament and of the Council of 15
May 2014 on markets in financial instruments.]

(3) This section is subject to section 151O (provision not at arm's length: exclusion of
arrangements from sections 151J to 151M and this section).]

Textual Amendments
F443 S. 151N inserted (with effect in accordance with s. 381(1) of the amending Act) by Taxation

(International and Other Provisions) Act 2010 (c. 8), s. 381(1), Sch. 2 para. 34 (with Sch. 9 paras. 1-9,
22)

F444 Words in s. 151N(1)(h) inserted (with effect in accordance with s. 34(4) of the amending Act) by
Finance Act 2018 (c. 3), s. 34(2)(a)

F445 Word in s. 151N(2)(h) omitted (with effect in accordance with s. 34(4) of the amending Act) by virtue
of Finance Act 2018 (c. 3), s. 34(2)(b)(i)

F446 S. 151N(2)(j)(k) inserted (with effect in accordance with s. 34(4) of the amending Act) by Finance Act
2018 (c. 3), s. 34(2)(b)(ii)

[F447151OProvision not at arm's length: exclusion of arrangements from sections 151J to
151N

(1) Arrangements to which this section applies are not—
(a) purchase and resale arrangements,
(b) diminishing shared ownership arrangements,
(c) deposit arrangements,
(d) profit share agency arrangements, or
(e) investment bond arrangements.

(2) This section applies to arrangements if—
(a) apart from this section they would be alternative finance arrangements,
(b) subsection (3) or (5) of section 147 of TIOPA 2010 (tax calculations to be

based on arm's length, not actual, provision) requires the profits and losses of
a person who is a party to the arrangements to be calculated for tax purposes
as if the arm's length provision (within the meaning of that section) had been
made or imposed rather than in accordance with the arrangements,

(c) any person who is an affected person for the purposes of Part 4 of that Act
(“the affected person”) is entitled to—

(i) relevant return in relation to the arrangements, or
(ii) an amount representing relevant return in relation to them, and

(d) the affected person is not subject—
(i) to income tax or corporation tax, or
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(ii) to any corresponding tax under the law of a territory outside the
United Kingdom,

on the relevant return or the amount representing it.

(3) In this section “relevant return”, in relation to arrangements, means any amount
which would be alternative finance return if the arrangements were alternative finance
arrangements.]

Textual Amendments
F447 S. 151O inserted (with effect in accordance with s. 381(1) of the amending Act) by Taxation

(International and Other Provisions) Act 2010 (c. 8), s. 381(1), Sch. 2 para. 35 (with Sch. 9 paras. 1-9,
22)

[F448Meaning of “alternative finance return”

Textual Amendments
F448 S. 151P and cross-heading inserted (with effect in accordance with s. 381(1) of the amending Act) by

Taxation (International and Other Provisions) Act 2010 (c. 8), s. 381(1), Sch. 2 para. 36 (with Sch. 9
paras. 1-9, 22)

151P Purchase and resale arrangements

(1) In the case of purchase and resale arrangements, so much of the second purchase price
as is specified under the following provisions of this section is alternative finance
return for the purposes of this Chapter.

(2) If under the arrangements the whole of the second purchase price is paid on one day,
the alternative finance return equals the amount by which the second purchase price
exceeds the first purchase price.

(3) If under the arrangements the second purchase price is paid by instalments, the
alternative finance return in each instalment equals the appropriate amount.

(4) The appropriate amount is an amount equal to the interest which would have been
included in the instalment on the assumptions in subsection (5).

(5) The assumptions are that—
(a) interest is payable on a loan by the first purchaser to the second purchaser of

an amount equal to the first purchase price,
(b) the total interest payable on the loan is equal to the amount by which the

second purchase price exceeds the first purchase price,
(c) the instalment is a part repayment of the principal of the loan with interest, and
(d) the loan is made on arm's length terms and accounted for under generally

accepted accounting practice.

(6) In this section expressions used in section 151J have the same meaning as in that
section.]
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[F449151QPurchase and resale arrangements where return in foreign currency

(1) If, in the case of purchase and resale arrangements, alternative finance return is paid
in a currency other than sterling—

(a) by or to a person other than a company, and
(b) otherwise than for the purposes of a trade, profession or vocation or a property

business,
subsections (2) and (3) apply as respects that person.

(2) The amount of the excess referred to in section 151P(2) and (5)(b) and the appropriate
amount for the purposes of section 151P(3) and (4) are to be calculated in that other
currency.

(3) The amount of each payment of alternative finance return is to be translated into
sterling at a spot rate of exchange for the day on which the payment is made.]

Textual Amendments
F449 S. 151Q inserted (with effect in accordance with s. 381(1) of the amending Act) by Taxation

(International and Other Provisions) Act 2010 (c. 8), s. 381(1), Sch. 2 para. 37 (with Sch. 9 paras. 1-9,
22)

[F450151RDiminishing shared ownership arrangements

(1) In the case of diminishing shared ownership arrangements, payments by the eventual
owner under the arrangements are alternative finance return for the purposes of this
Chapter, except so far as subsection (2) or (3) applies to them.

(2) This subsection applies to the payments so far as they amount to payments of the kind
described in section 151K(1)(c) (payments to be made by the eventual owner to the
institution, amounting to the consideration paid for the acquisition of the institution's
beneficial interest).

(3) This subsection applies to the payments so far as they amount to payments in respect
of any arrangement fee or legal or other expenses which the eventual owner is required
under the arrangements to pay.

(4) In this section “the eventual owner” has the same meaning as in section 151K.]

Textual Amendments
F450 S. 151R inserted (with effect in accordance with s. 381(1) of the amending Act) by Taxation

(International and Other Provisions) Act 2010 (c. 8), s. 381(1), Sch. 2 para. 38 (with Sch. 9 paras. 1-9,
22)

[F451151SOther arrangements

(1) In the case of deposit arrangements, amounts paid or credited as mentioned in
section 151L(1)(c) by a financial institution under the arrangements (payments to
depositor out of profits resulting from use of money) are alternative finance return for
the purposes of this Chapter.
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(2) In the case of profit share agency arrangements, amounts paid or credited by a financial
institution in accordance with such an entitlement as is mentioned in section 151M(1)
(d) (principal's entitlement to profits under the arrangements) are alternative finance
return for the purposes of this Chapter.

(3) In the case of investment bond arrangements, the additional payments under the
arrangements are alternative finance return for the purposes of this Chapter.

(4) In this section “additional payments” has the same meaning as in section 151N (see
subsection (1)(d)(iii) of that section).]

Textual Amendments
F451 S. 151S inserted (with effect in accordance with s. 381(1) of the amending Act) by Taxation

(International and Other Provisions) Act 2010 (c. 8), s. 381(1), Sch. 2 para. 39 (with Sch. 9 paras. 1-9,
22)

[F452Special rules for investment bond arrangements

Textual Amendments
F452 S. 151T and cross-heading inserted (with effect in accordance with s. 381(1) of the amending Act) by

Taxation (International and Other Provisions) Act 2010 (c. 8), s. 381(1), Sch. 2 para. 40 (with Sch. 9
paras. 1-9, 22)

151T Investment bond arrangements are qualifying corporate bonds

(1) For the purposes of section 117, investment bond arrangements are a corporate bond,
issued on the date on which the arrangements are entered into, if each of conditions
A to D is met.

(2) Condition A is that the capital is expressed in sterling.

(3) Condition B is that the arrangements do not include provision for the redemption
payment to be in a currency other than sterling.

(4) Condition C is that entitlement to the redemption payment is not capable of conversion
(directly or indirectly) into an entitlement to the issue of securities apart from other
arrangements to which section 151N applies.

(5) Condition D is that the additional payments are not determined wholly or partly by
reference to the value of the bond assets.

(6) Section 117(2) applies for the purposes of this section as it applies for the purposes
of section 117(1).

[
F453(7)

Expressions used in this section have the same meaning as in section 151N.]]
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Textual Amendments
F453 S. 151T(7) inserted (with retrospective effect in accordance with art. 1(2) of the amending S.I.) by The

Taxation (International and Other Provisions) Act 2010 (Amendment) Order 2010 (S.I. 2010/2901),
arts. 1(1), 2

[F454151UTreatment of bond-holder and bond-issuer

(1) This section applies for the purposes of this Act and any other enactment about capital
gains tax and irrespective of the position for other purposes.

(2) The bond-holder under investment bond arrangements is not treated as having a legal
or beneficial interest in the bond assets.

(3) The bond-issuer under such arrangements is not treated as a trustee of the bond assets.

(4) Gains accruing to the bond-issuer in connection with the bond assets are gains of
the bond-issuer and not of the bond-holder (and do not arise to the bond-issuer in a
fiduciary or representative capacity).

(5) Payments made by the bond-issuer by way of redemption payment or additional
payment are not made in a fiduciary or representative capacity.

(6) The bond-holder is not entitled to relief for capital expenditure in connection with the
bond assets.

(7) Expressions used in this section have the same meaning as in section 151N.]

Textual Amendments
F454 S. 151U inserted (with effect in accordance with s. 381(1) of the amending Act) by Taxation

(International and Other Provisions) Act 2010 (c. 8), s. 381(1), Sch. 2 para. 41 (with Sch. 9 paras. 1-9,
22)

[F455151VTreatment as securities

(1) Investment bond arrangements are securities for the purposes of this Act and any other
enactment about capital gains tax.

(2) For those purposes—
(a) a reference in an enactment to redemption is to be taken as a reference to

making the redemption payment, and
(b) a reference in an enactment to interest is to be taken as a reference to

alternative finance return.

(3) In subsection (2) “the redemption payment” has the same meaning as in section 151N
(see subsection (1)(d)(ii) of that section).]
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Textual Amendments
F455 S. 151V inserted (with effect in accordance with s. 381(1) of the amending Act) by Taxation

(International and Other Provisions) Act 2010 (c. 8), s. 381(1), Sch. 2 para. 42 (with Sch. 9 paras. 1-9,
22)

[F456151WInvestment bond arrangements not unit trust scheme or offshore fund

Investment bond arrangements are not—
(a) a unit trust scheme for the purposes of this Act, or
(b) an offshore fund for the purposes of section 354 of TIOPA 2010 so far as

relating to capital gains tax.]

Textual Amendments
F456 S. 151W inserted (with effect in accordance with s. 381(1) of the amending Act) by Taxation

(International and Other Provisions) Act 2010 (c. 8), s. 381(1), Sch. 2 para. 43 (with Sch. 9 paras. 1-9,
22)

Modifications etc. (not altering text)
C93 S. 151W(b) modified (with effect in accordance with s. 381(1) of the amending Act) by Taxation

(International and Other Provisions) Act 2010 (c. 8), s. 381(1), Sch. 9 para. 38 (with Sch. 9 paras. 1-9,
22)

[F457Other rules

Textual Amendments
F457 S. 151X and cross-heading inserted (with effect in accordance with s. 381(1) of the amending Act) by

Taxation (International and Other Provisions) Act 2010 (c. 8), s. 381(1), Sch. 2 para. 44 (with Sch. 9
paras. 1-9, 22)

151X Exclusion of some alternative finance return from sale consideration

(1) If under purchase and resale arrangements an asset is sold by one party to the
arrangements to the other party, the alternative finance return is excluded in
determining the consideration for the sale and purchase of the asset for the purposes
of this Act so far as it applies for capital gains tax (apart from section 151J).

(2) If under diminishing shared ownership arrangements an asset is sold by one party
to the arrangements to the other party, the alternative finance return is excluded in
determining the consideration for the sale and purchase of the asset for the purposes
of this Act so far as it applies for capital gains tax (apart from section 151K).

(3) If under investment bond arrangements an asset is sold by one party to the
arrangements to the other party, the alternative finance return is excluded in
determining the consideration for the sale and purchase of the asset for the purposes
of this Act so far as it applies for capital gains tax (apart from section 151N).
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(4) Subsections (1) to (3) do not affect the operation of any provision of this Act or the
Tax Acts that provides that the consideration for a sale or purchase is taken for any
purpose to be an amount other than the actual consideration.]

[F458151YDiminishing shared ownership arrangements not partnerships

Diminishing shared ownership arrangements are not treated as a partnership for capital
gains tax purposes.]

Textual Amendments
F458 S. 151Y inserted (with effect in accordance with s. 381(1) of the amending Act) by Taxation

(International and Other Provisions) Act 2010 (c. 8), s. 381(1), Sch. 2 para. 45 (with Sch. 9 paras. 1-9,
22)

http://www.legislation.gov.uk/id/ukpga/2010/8/section/381/1
http://www.legislation.gov.uk/id/ukpga/2010/8
http://www.legislation.gov.uk/id/ukpga/2010/8
http://www.legislation.gov.uk/id/ukpga/2010/8/section/381/1
http://www.legislation.gov.uk/id/ukpga/2010/8/schedule/2/paragraph/45
http://www.legislation.gov.uk/id/ukpga/2010/8/schedule/9/paragraph/1
http://www.legislation.gov.uk/id/ukpga/2010/8/schedule/9/paragraph/22


Taxation of Chargeable Gains Act 1992 (c. 12)
Document Generated: 2024-06-12

133

Status: 
Point in time view as at 15/03/2018.

Changes to legislation: 
Taxation of Chargeable Gains Act 1992, Part IV is up to date with all changes known to be in
force on or before 12 June 2024. There are changes that may be brought into force at a future
date. Changes that have been made appear in the content and are referenced with annotations.


