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S C H E D U L E S

[F1SCHEDULE 7AC U.K.

EXEMPTIONS FOR DISPOSALS BY COMPANIES WITH SUBSTANTIAL SHAREHOLDING

Textual Amendments
F1 Sch. 7AC inserted (with effect in accordance with s. 44(3)(4) of the amending Act) by Finance Act 2002

(c. 23), Sch. 8 para. 1

PART 5 U.K.

CONSEQUENTIAL PROVISIONS

Meaning of “chargeable share"s or “chargeable asse"t
32 Any exemption conferred by this Schedule shall be disregarded in determining

whether shares are “chargeable shares”, or an asset is a “chargeable asset”, for the
purposes of any enactment relating to corporation tax or capital gains tax.

Negligible value claims
33 (1) This paragraph applies where—

(a) a company makes a claim under section 24(2) (assets of negligible value) in
relation to shares held by it, and

(b) by virtue of this Schedule any loss accruing to the company on a disposal of
the shares at the time of the claim would not be an allowable loss.

(2) Where this paragraph applies the company may not exercise the option under
section 24(2) to specify a time earlier than the time of the claim as the time when the
shares are treated as sold and reacquired by virtue of that subsection.

(3) This paragraph applies to—
(a) an interest in shares in a company, or
(b) an asset related to shares in a company,

as it applies to shares in that company.

Reorganisations etc: deemed accrual of chargeable
gain or allowable loss held over on earlier transaction

34 (1) The exemptions conferred by this Schedule do not apply to or affect a chargeable
gain or allowable loss deemed to accrue on a disposal by virtue of section 116(10)
(b) (reorganisations, conversions and reconstructions: deemed accrual of gain or loss
held over on earlier transaction).

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/8/paragraph/1
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(2) Sub-paragraph (1) does not apply where the relevant earlier transaction was a deemed
disposal and reacquisition under section 92(7) of the Finance Act 1996 (convertible
securities etc).

Recovery of charge postponed on transfer of assets to non-resident company
35 (1) This paragraph applies where—

(a) a company disposes of an asset in circumstances falling within
section 140(4) (recovery of charge postponed on transfer of assets to non-
resident company), and

(b) by virtue of this Schedule any gain accruing to the company on the disposal
would not be a chargeable gain.

(2) Where this paragraph applies the amount by which the consideration received on the
disposal would be treated as increased by virtue of section 140(4) shall instead be
treated as accruing to the company, at the time of the disposal, as a chargeable gain
to which this Schedule does not apply.

(3) Any reference in section 140 to an amount being brought or taken into account under
or in accordance with subsection (4) of that section includes a reference to an amount
being treated, by virtue of sub-paragraph (2) above, as accruing as a chargeable gain.

Appropriation of asset to trading stock
36 (1) Where—

(a) an asset acquired by a company otherwise than as trading stock of a trade
carried on by it is appropriated by the company for the purposes of the trade
as trading stock (whether on the commencement of the trade or otherwise),
and

(b) if the company had then sold the asset for its market value, a chargeable gain
or allowable loss would have accrued to the company but for an exemption
conferred by this Schedule,

the company is treated for the purposes of the enactments relating to chargeable gains
as if it had thereby disposed of the asset for its market value.

(2) Section 173 (transfers within a group: trading stock) applies in relation to this
paragraph as it applies in relation to section 161 (appropriations to and from stock).

Recovery of held-over gain on claim for gifts relief
37 (1) This paragraph applies where—

(a) a company disposes of an asset,
(b) the expenditure allowable in computing a gain or loss on that disposal falls

to be reduced because of a claim for relief under section 165 (gifts relief) in
relation to an earlier disposal, and

(c) by virtue of this Schedule any gain accruing to the company on the disposal
mentioned in paragraph (a) would not be a chargeable gain.

(2) Where this paragraph applies the amount of the held-over gain, or an appropriate
proportion of it, shall be treated as accruing to the company, at the time of the disposal
mentioned in sub-paragraph (1)(a), as a chargeable gain to which this Schedule does
not apply.
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(3) An “appropriate proportion” means a proportion determined on a just and reasonable
basis having regard to the subject matter of the disposal mentioned in sub-
paragraph (1)(a) and the subject matter of the earlier disposal that was the subject of
the claim for relief under section 165.

(4) In this paragraph “held-over gain” has the same meaning as in section 165.

Degrouping: time when deemed sale and reacquisition treated as taking place
38 (1) Where—

(a) a company, as a result of ceasing at any time (“the time of degrouping”)
to be a member of a group, is treated by section 179(3) as having sold and
immediately reacquired an asset, and

(b) if the company owning the asset at the time of degrouping had disposed of
it immediately before that time, any gain accruing on the disposal would by
virtue of this Schedule not have been a chargeable gain,

section 179(3) shall have effect as if it provided for the deemed sale and reacquisition
to be treated as taking place immediately before the time of degrouping.

(2) Where—
(a) a company, as a result of ceasing at any time (“the relevant time”) to satisfy

the conditions in section 179(7), is treated by section 179(6) as having sold
and immediately reacquired an asset, and

(b) if the company owning the asset at the relevant time had disposed of it
immediately before that time, any gain accruing on the disposal would by
virtue of this Schedule not have been a chargeable gain,

section 179(6) shall have effect as if it provided for the deemed sale and reacquisition
to be treated as taking place immediately before the relevant time.

(3) Any reference in this paragraph to a disposal or other event taking place immediately
before the time of degrouping or the relevant time is to its taking place immediately
before that time but on the same day.

Effect of FOREX matching regulations
39 (1) No gain or loss shall be treated as arising under the FOREX matching regulations on

a disposal on which by virtue of this Schedule any gain would not be a chargeable
gain.

(2) The “FOREX matching regulations” means any regulations made under Schedule 15
to the Finance Act 1993 (exchange gains and losses: alternative method of
calculation).]
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